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E-mail:  bmeluske@bdm.com 


The  following  profile  outlines  the  services  and 
support  offered  by  BDM  International,  Inc.  for 
Baan  Services. 


Company  Background 

Founded  in  1960,  BDM  today  employs  more  than  9,000  professionals  worldwide  in  120 
offices  on  5 continents.  BDM  has  been  a technical  innovator  and  pacesetter  while,  at  the 
same  time,  achieving  a high  level  of  client  satisfaction  and  continued  expansion  and 
growth.  Since  the  early  1990s,  BDM  has  grown  from  $300  million  to  $1  billion  in  annual 
revenue.  BDM  has  five  key  business  units: 

• Federal  Systems 

• State  and  Local  Systems 

• Integrated  Supply  Chain  Solutions 

• Enterprise  Management  Services 

• BDM  Europe  BV 
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BDM  is  a wholly  owned  subsidiary  of  TRW. 

Baan  Activities 

BDM  entered  the  North  American  Baan  services  market  in  1991.  Their  Baan  Practice  has 
industry  expertise  centers  which  are  localized  along  key  vertical  markets,  as  well  as 
geographic  areas.  These  centers  include: 

• Automotive  (Laurel  Park,  MI) 

• Electronics  (Albuquerque,  NM) 

• Aerospace  (Atlanta,  GA  and  Phoenix,  AZ) 

BDM  offers  a wide  range  of  systems,  services,  and  solutions — from  business  process 
reengineering  and  Year  2000  problem  solving  to  large-scale  systems  integration,  test  and 
evaluation,  operation  and  maintenance,  IT  outsourcing,  and  many  more — within  and  across 
each  of  these  areas:  Systems  and  Software  Integration,  Computer  and  Technical  Services, 
and  Enterprise  Management  and  Operations. 

Employees 

Worldwide,  BDM  has  more  than  9,000  employees,  of  which  100  (all  located  in  North 
America)  are  dedicated  to  their  Baan  practice.  In  North  America,  there  are  nearly  5,900 
employees.  Exhibit  1 identifies  six  primary  Baan  skill  categories  and  notes  BDM’s 
estimated  growth  in  staff  in  these  areas  over  the  next  twelve  months. 

Exhibit  1 

BDM  Baan  Personnel 


Type  of  Staff 

Current 

Number 

Growth  % 
12  Months 

Business  Consultants 

7 

15% 

Project  Directors 

11 

20% 

Project  Managers 

18 

30% 

Application  Consultants 

45 

30% 

Technical  Consultants 

16 

20% 

Post-Implementation  Support 
Personnel 

3 

- 

Other 

0 

- 

Total 

100 

25% 

Source:  BDM 


Implementation  Approaches 

BDM  uses  the  following  implementation  methodologies: 

• SPEC / 2000  (Software  Productivity  Enhancement  Center)  -BDM’s  SPEC 12000 

gives  BDM  a standard  way  of  developing  a software  system,  regardless  of  the  size  of 
the  project. 
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• BAAN’s  Target  - BAAN’s  Target  is  a methodology  used  for  Baan  Project 
Management.  It  makes  use  of  multi-level  prototyping,  carried  out  by  the  customer. 

• Envision  SM  - The  Envision  sm  methodology  is  BDM’s  approach  to  business 
transformation.  Envision  allows  BDM  to  repeatedly  implement  original  and 
technological  changes  to  meet  their  clients  strategic  goals. 

• INSystems  - INSystems  is  a proprietary  training  program  developed  by  BDM  and 
based  on  the  process  templates  of  the  Dynamic  Enterprise  Model. 

• TopView  - BDM’s  TopView  is  a visually  oriented  mapping  tool  that  BDM  uses  to 
map  a client’s  existing  business  processes  across  functional  lines. 

Ongoing  Support  Offerings 

BDM  maintains  a BAAN  Help  Desk  for  its  “license”  clients  for  the  first  twelve  months  of 
the  client’s  implementation. 

Pricing  Approaches 

BDM  performs  projects  on  a fixed  fee  or  time  and  materials  basis,  and  variations  of  both. 
BDM’s  first  year  help  desk  support  is  provided  as  part  of  Baan’s  maintenance  and  support 
fee. 

Alliances  and  Partnerships 

BDM  has  established  alliances  with  numerous  Baan  Solution  providers,  including  CSC, 
KPMG,  HSO,  CIMCASE,  JGI,  Ernst  & Young,  Red  Klay  and  BBS. 

Vertical  Market  Competencies 

BDM  focuses  on  the  automotive,  aerospace  and  defense  (A&D),  projects  and  electronics 
subsectors  of  the  vertical  markets  noted  in  Exhibit  2.  The  table  also  indicates  the 
percentage  of  BDM  revenues  and  projects  represented  by  each  vertical  market.  Note  that 
percentages  refer  to  sub-segments,  and  that  the  numbers,  which  are  rounded,  may  not  add 
to  100%. 

Exhibit  3 details  BDM’s  participation  in  eight  broad  market  categories,  in  terms  of  the  level 
of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will  then 
perform  the  implementation,  or  implementing  the  Baan  system  for  the  client) 
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Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market  . 

Sub-segment 

%of 

Revenues 

%of 

, Projects 

Discrete 

Automotive 

30% 

40% 

Manufacturing 

Aerospace 

25% 

20% 

Electronic 

20% 

10% 

Mechanical/Engineering 

25% 

30% 

Other 

Project  Management 

5% 

5% 

Source:  BDM 


Strategic  Positioning 

As  a Tier  1 player  in  the  ERP  package  implementation  arena,  BDM  maintains  a global 
presence  and  great  breadth  and  depth  of  resources.  BDM  brings  to  its  clients  exceptional 
credentials  in  the  following  areas: 

Knowledge  Creation  and  Transfer 

BDM  maintains  industry  expertise  centers  which  are  localized  along  key  vertical  markets 
(automotive,  electronics,  aerospace)  as  well  as  geographic  areas.  In  addition,  BDM  employs 
best  practice  reference  models  (e.g.  SCOR,  Agile  Manufacturing)  and  integrates  the  SCOR 
framework  with  ERP  partners’  implementation  approach. 

Accelerated  Implementation  Framework  and  Tools 

BDM  provides  a framework  that  uses  its  Envision^^  methodology  at  the  front-end  to  help 
spotlight  the  organizational  issues  and  solutions  involved  in  implementing  large-scale 
technology  changes.  BDM  also  employs  an  approach  which  utilizes  their  expertise  as  well 
as  vertical  templates,  rapid  implementation  methodologies  (e.g.,  Pro-Active),  and  offers 
complementary  products. 

Enterprise  Systems  Integration  Core  Competence 

BDM  employs  over  9,000  professionals  world-wide  and  has  120  offices  on  5 continents. 

They  offer  a substantial  history  of  implementing  large,  complex  logistics  SI  projects.  In 
addition,  through  a workforce  of  experienced,  certified  professionals,  BDM  maintains  core 
competencies  that  focus  on  implementation  of  third-party  package  software,  integrating 
people,  process  and  technology  to  affect  comprehensive  business  change  focused  on  best 
practices. 

Supply  Chain  and  Global  Coverage 

BDM  maintains  a global  vertical  focus,  provides  a number  of  complimentary  products  and 
integration  services,  offers  leveragable  capabilities,  and  maintains  execution  level  process 
expertise  allowing  for  optimal  ERP  process  implementation. 
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Joint  Development  and  Extensions 

BDM  co-developed  the  Baan  Automotive  Supplier  Reference  Model  with  BAAN  Business 
Innovation  (BBI),  and  developed  INSystems  training  in  1996  to  allow  clients  to  learn  Baan 
functionality. 

Exhibit  3 

Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

Implementation 

Aerospace  & Defense 

High 

High 

Automotive 

High 

High 

Process  Industries 

Low 

Low 

Hybrid 

Medium 

Medium 

Project  Industries 

High 

High 

Electronics 

Medium 

Medium 

General  Manufacturing 

High 

High 

Source:  BDM 


Plans  for  the  Future 

BDM  will  continue  to  focus  on  the  United  States  market  for  Baan  products  and  will 
establish  sales/presales  and  implementation  support  for  “Baan  on  Board.” 

Selected  Customer  Projects 

The  following  three  client  profiles  demonstrate  BDM  Baan  implementations  in  the  United 
States; 

XRE  Corporation 

• Revenues'.  $100+  million 

• Location'.  Littleton,  MA 

• Product:  X-Ray  rooms 

• Baan  Modules:  Complete  BAAN  IV  Enterprise 

System  with  all  Finance,  Distribution  and  Manufacturing  modules 

• No.  of  Users:  80  concurrent  users 

• BDM  Services:  Project  management,  systems  integration  and  training 

• Project  Status:  Operational 


BDM  International  - Baan  Services  Providers 

May  1998 


Page  5 of  7 


© 1998  by  INPUT.  Reproduction  Prohibited 


INPUT  Vendor  Profile 


Koolmorgen,  Motion  Technologies  Group 

• Revenues:  $250+  million 

• Location:  Radford,  VA 

• Product:  Custom  and  made-to-stock  industrial  drives 

• Baan  Modules:  Integrated  Manufacturing  System  consisting  of  Distribution, 
Configurator,  Project,  Manufacturing,  Finance,  and  Service  and  Maintenance 

• No.  of  Users:  150  concurrent  users 

• BDM  Services:  Project  management,  training,  implementation  services  and 
customization 

• Project  Status:  Migration 

Sorvall  Products,  LP. 

• Revenues:  $250+  million 

• Location:  Newton,  CT 

• Product:  Medical  centrifuges 

• Baan  Modules:  Entire  BAAN  IV  Enterprise  System 

• No.  of  Users:  112  concurrent  users 

• BDM  Services:  Project  management,  systems  integration,  training  and 
customization 

• Project  Status:  Financial  modules  operational  July,  1997 

In  addition  to  the  clients  referenced  above,  BDM  has  more  than  45  North  American  Baan 
project  customers.  The  projects  identified  in  Exhibit  4 are  a sample  of  BDM-supported 
Baan  installations  in  North  America. 
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Exhibit  4 


BDM  References 


Baari  Customer 

industry  (Vertical 
Market  or 

Project  Details 

-ii*. 

Subsegment) 

Burton  Golf 

Sporting  Goods 

Full  Implementation 

Euclid-Hitachi 

Automotive 

Subject  matter  expertise 

Hughes  Aircraft  Co. 

A&D 

Full  Implementation 

Progress  Rail 

Projects 

Full  Implementation 

Tadira 

Distribution 

Full  Implementation 

Teledyne  Brown 

A&D 

Full  Implementation 

Tokyo  Electronics 

Electronics 

Full  Implementation 

U.S.  Holdings 

Prestressed  Concrete 

Full  Implementation 

VanDam  Corporation 

Heavy  Machinery 

Full  Implementation 

XRE  Corporation 

Medical 

Full  Implementation 

Zenith 

Automotive 

Full  Implementation 

Source:  BDM 
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COMPANY  PROFILE 


BDM  HOLDINGS,  INC. 

7915  Jones  Branch  Drive 
McLean,  VA  22102 
(703)  848-5000 


Frank  C.  Carlucci,  Chairman 
Philip  A.  Odeen,  President  and  CEO 
Total  Employees:  4,500  (7/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $296,798,000* * 

*Prior  to  Vinnell  acquisition 


The  Company  BDM  Holdings,  Inc.,  through  its  principal  operating  companies- 

BDM  International,  Inc.  and  Vinnell  Corporation-provides 
professional  and  technical  services,  including  a range  of  information 
systems  and  systems  services  (integration,  engineering,  and  design) 
to  clients  in  defense,  civil  government,  manufacturing,  business  and 
finance,  and  other  public  and  private  sector  organizations  in  the 
U.S.  and  abroad. 

• BDM,  established  in  1960,  operated  as  a public  corporation  from 
1980  through  July  1988,  when  it  was  acquired  by  Ford  Motor 
Company  to  operate  as  a separate  professional  services 
subsidiary  of  Ford  Aerospace  Corporation. 

• In  early  1990,  Ford  announced  its  intention  to  sell  all  of  Ford 
Aerospace,  at  which  point  BDM  sought  to  be  spun  off  separately. 

• In  October  1990,  BDM  Holdings  was  formed  by  an  investor 
group  organized  by  The  Carlyle  Group,  L.P.  for  the  purpose  of 
acquiring,  together  with  the  senior  management  of  BDM,  the 
ongoing  business  of  BDM  International.  The  total  purchase 
price  was  appro.vimately  $126.5  million.  Most  of  the  remaining 
business  of  Ford  Aerospace  was  acquired  by  Loral  Aerospace 
Corporation. 

• During  1991,  BDM  common  stock  was  made  available  for  a 
limited  time  to  company  employees.  Currently  BDM  is  owned  in 
part  by  these  employees,  as  well  as  by  senior  BDM  management, 
Carlyle,  and  certain  other  investors. 

• In  March  1992,  BDM  acquired  Vinnell  Corporation  of  Fairfax 
(VA). 

- Vinnell  is  a $100  million  professional  and  technical  services 
company  with  approximately  1,700  employees  that  provides 
training  and  operations  and  maintenance  services  to  a variety 
of  U.S.  and  foreign  government  agencies. 
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- Vinnell  and  BDM  will  operate  as  separate,  sister  companies 
with  no  planned  integration  of  organizations,  structures,  or 
operations. 

BDM's  current  strategy  is  to  re-establish  the  company's  pattern  of 
growth  evidenced  during  the  1970s  and  1980s  through: 

• Building  on  basics  while  responding  to  change 

• Quality  service  to  long-time  clients 

• Winning  major,  long-term  contracts  in  new  markets 

• Identifying  and  developing  new  markets 

• Strategic  alliances  and  investments 

BDM's  1991  revenue  (prior  to  the  Vinnell  acquisition)  reached 
$296.8  million  and  net  income  was  $520,000.  In  the  summary  that 
follows,  financials  for  1990  have  been  segmented  to  show  BDM's 
operations  as  a subsidiary  of  Ford  (January  through  September 
1990)  and  as  an  independent  company  (October  through  December 
1990). 


BDM 

FINANCIAL  SUMMARY 
($  millions) 


FISCAL  PERIOD 

ITEM 

1991 

10/1/90- 

12/31/90 

1/1/90- 

9/30/90 

1989 

Revenue 

$296.8 

$74.0 

$232.2 

$355.9 

Gross  profit 

$23.3 

$6.1 

$14.2 

$28.1 

Net  income  (loss) 

$0.5 

$0.3 

$(4.3) 

$8.2 

Earnings  (loss)  per  share 

$0.05 

$0.04 

“ 

- 

Revenue  for  1991  decreased  3%  ($9.5  million)  compared  with  1990 
due  primarily  to  a reduction  of  hardware  purchases  by  clients  and 
less  use  of  subcontractors. 

• While  revenues  declined,  the  company's  business  mix  has  shifted 
to  non-DoD  markets.  As  a percentage  of  total  revenue,  DoD 
revenues  declined  from  approximately  73%  for  1990  to 
approximately  67%  during  1991.  The  increases  in  other  client 
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Key  Products  and 
Services 


revenues  are  due  primarily  to  new  contracts  with  other  federal 
government  agencies  such  as  NASA  and  the  Department  of 
Energy. 

• Revenue  from  cost-plus-fee  (CPF)  contracts  increased  nearly  3% 
($5.1  million),  while  revenue  from  fixed-price  (FP)  and  time-and- 
materials  (T&M)  contracts  decreased  by  over  7%  ($7.5  million) 
and  26%  ($7.1  million),  respectively,  during  1991. 

As  of  December  31,  1991,  BDM  had  2,600  employees.  The 
company  currently  has  4,500  employees,  including  those  acquired 
with  Vinnell  in  March  1992. 


INPUT  estimates  that  BDM’s  1991  U.S.  information  services 
revenue  was  approximately  $225  million,  segmented  as  follows: 

Professional  services  50% 

Systems  integration  50% 

100% 

During  1991,  BDM  worked  on  800  different  contracts,  many  of 
which  involved  multiple  services  and  tasks. 

BDM  provides  professional  and  technical  services,  under  contract, 
to  clients  in  defense,  communications,  logistics,  energy,  the 
environment,  space,  transportation,  manufacturing,  product 
distribution,  and  public  policy. 

• BDM  applies  its  expertise  in  systems  engineering  and 
development  (including  systems  architecture,  design,  and 
integration)  to  meet  the  requirements  for  information  and  data 
systems,  advanced  manufacturing  systems,  and  communications 
networks  and  systems-and  their  combinations. 

• BDM  applies  advanced  technology  to  solve  problems  and 
improve  operational  and  systems  performance  and  effectiveness. 
The  company's  technology  base  includes  methods  and  procedures 
(modeling,  simulation,  planning,  and  analysis  tools)  and  systems 
methodologies  (software  productivity,  computer-integrated 
manufacturing,  concurrent  design,  and  manufacturing),  as  well  as 
artificial  intelligence,  advanced  computing,  image  processing, 
microelectronics,  sensors,  photonics,  lasers  and  optics,  artificial 
neural  systems,  intelligent  processing  of  materials,  robotics,  and 
other  areas. 
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• In  addition  to  systems  development  work,  BDM  performs  a 
range  of  analyses,  assessments,  and  research  to  support  planners, 
strategists,  policymakers,  and  program  managers  in  government 
and  industry. 

■ BDM  also  supports  test  and  evaluation  of  weapons, 
communications,  and  other  systems. 

Examples  of  contracts,  by  application  area,  include  the  following: 

Information  and  Communications: 

Federal  and  National  Information  Systems: 

• Under  an  eight-year,  $70  million  contract  with  the  Securities  and 
Exchange  Commission  (SEC),  BDM  is  developing  and 
integrating  the  Electronic  Data  Gathering,  Analysis,  and 
Retrieval  (EDGAR)  system.  When  completed,  EDGAR  will 
serve  approximately  15,000  public  companies. 

• BDM  continues  to  provide  information  resource  management 
support  to  the  Department  of  Veterans  Affairs,  ranging  from 
cost-benefit  analyses  to  information  systems  planning. 

• BDM,  as  engineering  support  contractor,  designed  a complex, 
multimedia  communications  system  to  tie  together  the  facilities 
of  the  Federal  Aviation  Administration's  (FAA)  National 
Airspace  System.  Also  for  the  FAA,  BDM  began  design  of  the 
Data  Multiplexing  Network  and  the  Low  Density  Radio 
Communications  Link  and  addressed  the  assignment  of  channel 
segments. 

• BDM  continues  the  development  of  a system  to  link  the 
information  systems  of  government  agencies  and  others  involved 
with  the  Strategic  Defense  Initiative  (SDI). 

• BDM  designed  and  developed  an  optical  disk-based  information 
system  to  store  all  the  personnel  records  and  files  for  the  U.S. 
Army  Enlisted  Records  and  Evaluation  Center. 

• During  1991,  BDM  completed  the  rehosting  of  the  computer- 
based  system  that  processes  millions  of  DoD  security  clearance 
records. 

• BDM  developed  a five-year  plan  for  electronic  messaging  for 
The  World  Bank. 
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State  Government  Systems; 

• BDM  designed,  developed,  and  implemented  the  Family 
Assistance  Management  Information  System  (FAMIS)  in 
Montana  and  is  providing  child  support  enforcement  (CSE) 
systems  and  services  to  this  state. 

• BDM  also  continued  and  expanded  similar  efforts  for  the  State 
of  New  Mexico's  Human  Services  Department.  Since  1988, 

BDM  has  assisted  New  Mexico  in  developing  an  electronic 
benefits  transfer  program. 

Command  and  Control: 

• BDM  has  provided  computational  and  communications 
automation  in  support  of  a new  mobile  command  center  called 
the  Enhanced  Crisis  Management  Capability  for  the  joint 
Defense  Nuclear  Agency  (DNA)/Defense  Communications 
Agency  (DCA)/U.S.  Pacific  Command  program. 

• During  1991,  BDM  continued  its  support  as  systems  integrator 
for  the  Army  Operations  Center  upgrade  project. 

• Since  1985,  BDM  has  supported  the  U.S.  Air  Force  Operations 
Support  Center  in  the  Pentagon. 

• BDM  is  providing  test  and  integration  support  for  the 
development  of  the  All  Source  Analysis  System;  developing  and 
testing  software  for  the  U.S.  Army's  Maneuver  Control  System; 
and  providing  support  services  to  the  Joint  Tactical  Command, 
Control,  and  Communications  Agency. 

Emergency  Response;  BDM  continued  to  aid  the  Army,  Air  Force, 

and  Federal  Emergency  Management  Agency  (FEMA)  in  the 

design,  conduct,  and  evaluation  of  exercises  based  on  the  potential 

occurrence  of  natural  and  technological  catastrophic  events. 

National  Security: 

Advanced  Concepts  and  Applications; 

• As  a participant  in  the  Defense  Advanced  Research  Projects 
Agency's  (DARPA)  Transition  of  Optical  Processors  to  Systems 
(TOPS)  optical  computing  program,  BDM  began  development  of 
a new  signal  processor  for  tri-service  use  in  an  advanced  imaging 
radar. 
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• BDM  is  supporting  DARPA's  infrared  technology  program,  the 
CELS  II  (Control  Electronic  Laboratory  Support)  effort,  and  the 
test  mission  aboard  the  Air  Force/Boeing  NC-135A  ARGUS 
aircraft. 

Strategic,  Theater,  and  Tactical  Defense: 

• During  1991,  BDM  assisted  in  the  implementation  of  the  Global 
Protection  Against  Limited  Strikes  (GPALS)  system. 

• BDM  has  provided  systems  engineering  and  assistance  under  the 
Combined  Allied  Defense  Effort  for  the  U.S.  Army  Strategic 
Defense  Command. 

• BDM  has  provided  independent  evaluations  of  "smart  weapons" 
technologies,  prototyping  for  an  Identification  Friend,  or  Foe 
beacon,  and  assessing  of  guidance  and  control  of  tactical 
weapons. 

Design  Engineering:  For  the  U.S.  Air  Force  Ogden  Air  Logistics 

Center,  BDM  is  developing  various  systems  to  increase  the 

reliability  and  maintainability  of  a range  of  Air  Force  weapon 

systems. 

Systems  Analysis,  Engineering,  and  Integration: 

• BDM  continues  the  Threat  Related  Attrition  and  Wartime 
Medical  systems  development  work  begun  in  1985. 

• BDM  has  applied  combat  simulation  capabilities  in  the  Value 
Added  Analysis  program  for  an  Army  agency  chartered  to 
identify  cost-effective  new  weapon  systems. 

• BDM  performed  a major  combat  effectiveness  analysis  to 
support  Air  Force  concept  formation  of  its  new  multirole  fighter, 
including  potential  post-Soviet  scenarios. 

• BDM  completed  two  large  contracts  related  to  system  security 
for  high-value  items. 

Intelligence  Community  Support: 

• During  1991,  BDM  won  multiple  contracts  for  systems 
engineering,  software  development  and  support,  logistics,  and 
training  to  U.S.  intelligence  organizations. 
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• BDM  automated  text  analysis  using  artificial  intelligence 
methods  and  continued  support  in  the  areas  of  threat  analyses, 
models  and  data  bases,  handbooks,  and  imagery  analysis. 

• BDM  assisted  in  the  development,  test,  and  evaluation  of  image 
understanding  techniques  and  automated  systems  to  support 
interpretation  of  aerial  photographs. 

Test  and  Evaluation  and  Training: 

• During  1991,  BDM  expanded  its  support  to  the  Army 
Operational  Test  and  Evaluation  Command  and  began 
supporting  the  Joint  Interoperability  Test  Center. 

• BDM  continues  to  support  the  Joint  Readiness  Training  Center 
with  a new  five-year  program. 

• BDM  continued  its  operations  and  test  support  at  the  U.S.  Air 
Force  TRESTLE  facility  in  New  Mexico. 

• During  1991,  BDM  won  a five-year  contract  with  the  Office  of 
Personnel  Management  to  provide  training  services  and  work 
force  productivity  support  to  non-DoD  agencies. 

• BDM  continued  test  planning,  execution,  analysis,  and  training 
support  to  users  of  the  U.S.  Air  Force  Theater  Air  Command 
and  Control  Simulation  Facility. 

Arms  Control/Verification: 

• BDM  has  performed  development,  system  engineering,  and 
integration  of  unique  identifiers  known  as  Tags  for  treaty-limited 
items  under  the  Tagging  RDT&E  program. 

• BDM  is  also  working  on  the  Compliance  Monitoring  and 
Tracking  System  program,  a four-year  contract  awarded  by  the 
Defense  Nuclear  Agency. 

• BDM  is  developing  procedures  to  be  used  in  the  inspection  of 
government  and  private  facilities. 

Defense  Policy  and  Programs: 

• BDM  continued  to  conduct  military  force  assessments,  trends 
analysis,  and  conflict  simulations  for  the  Office  of  the  Secretary 
of  Defense. 
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• In  support  of  the  Office  of  the  Joint  Chiefs  of  Staff,  BDM 
contributed  to  a series  of  multinational  joint  simulation 
conferences  involving  defense  ministry  representatives  of  Great 
Britain,  Germany,  France,  Italy,  the  U.S.,  and  the  former  Soviet 
Union. 

Transportation,  Distribution,  and  Logistics: 

Transportation  Analysis  and  Systems: 

• BDM  was  awarded  a four-year  contract  to  design  and  install  an 
operations  control  center  to  provide  the  Washington 
Metropolitan  Area  Transit  Authority  with  capabilities  to 
monitor,  supervise,  and  control  rail,  maintenance,  security,  and 
passenger  operations. 

• BDM  completed  development  of  GRIDLOCK,  a traffic  flow 
model. 

• For  the  FAA,  BDM  is  supporting  the  Volpe  National 
Transportation  System  Center's  telecommunications 
management  and  operations.  BDM  is  also  developing  an 
information  model  for  the  Army  and  is  supporting  the 
INTRANSIT  System  with  systems  integration,  mapping  data 
bases,  over-the-horizon  tracking,  computer  security,  counter- 
narcotics, and  satellite  support. 

Advanced  Warehousing  and  Distribution: 

• BDM  is  the  system  integrator  for  automated  warehousing  and 
distribution  systems  for  both  Bell  Canada  and  Ciba  Geigy. 

• BDM  has  a strategic  alliance  with  Alpha  & Omega  Integrated 
Control  Systems,  a warehouse  distribution  system  vendor. 

Logistics  Systems  and  Services: 

• Since  1984,  BDM  has  worked  on  the  Requirements  Data  Bank 
(RDB)  program  of  the  U.S.  Air  Force  Logistics  Command,  which 
helps  plan  and  track  total  Air  Force  purchase,  maintenance,  and 
repair  requirements  for  over  one  million  items.  In  1991,  BDM 
continued  automating  the  process  of  managing  Air  Force 
logistics  requirements  and  spare  parts. 

• In  support  of  the  U.S.  Army's  logistics  modernization  program, 
BDM  is  determining  base  requirements  in  transportation  and 
other  areas. 
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• Under  the  Pacer  Frontier  program,  BDM  contributed  to 
enhancing  the  logistics  support  infrastructure  for  the  Air  Force 
Logistics  Command  in  support  of  the  Space  Command  located 
near  Colorado  Springs. 

Air  Traffic  Control  and  Airspace  Management: 

• During  1991,  under  the  Peace  Panorama  program,  BDM  was 
chosen  by  the  U.S.  government  to  assist  in  developing  an 
airspace  surveillance  system  for  Colombian  airspace. 

• BDM  is  defining  and  evaluating  an  air  traffic  control  system  for 
the  FAA  that  is  functionally  equivalent  to  the  currently  installed 
Terminal  Radar  Approach  Control  systems. 

• BDM  has  developed  a proprietary  air  traffic  control  system  that 
can  operate  as  a standalone  system  or  be  fully  integrated  into 
National  Airspace  System  operations. 

Airport  Security:  BDM  provided  security  engineering  services  to 
the  Detroit  Metropolitan/Wayne  County  airport,  completing  the 
design  of  an  automated  access  control  system  for  the  air  operations 
area. 

Energy  and  Environment: 

Waste  Management  and  Environmental  Restoration:  BDM  is 
providing  technical  and  other  support  for  waste  minimization  and 
remediation  to  the  U.S.  Department  of  Energy. 

Fossil  Energy  Development:  BDM  has  designed  and  completed 
horizontal  drilled  wells  and  developed  new  geostatistical  oil  and  gas 
exploration  methods. 

Advanced  Energy  Production:  BDM  has  supported  research  and 
development  efforts  for  the  U.S.  Navy  on  the  Pacific  Mid-Ocean 
Ridge  and  developed  prototype  generators  for  electrical  power. 

Space  Science  Applications: 

During  1991,  BDM  was  selected  by  NASA  to  provide  engineering, 
scientific,  and  program  support  for  the  Earth  Observing  System. 

BDM  also  won  a recompetition  of  NASA's  Astrophysics  Division 
support  contract  on  the  Great  Observatories  program. 

BDM  also  continued  its  support  of  the  Space  Station  Freedom 
program. 
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Business  and  Industrial  Services: 

Strategic  Planning: 

• BDM  has  performed  strategic  information  systems  planning  for  a 
major  domestic  auto  manufacturer's  electronics  division. 

• BDM  defined  emerging  markets  for  a subsidiary  of  a top  20  DoD 
contractor  and  proposed  corporate  strategic  and  tactical 
responses  to  help  increase  market  share. 

Advanced  Manufacturing: 

• BDM's  work  on  the  SEMATECH  Semiconductor  Generic 
Manufacturing  Model  was  expanded  to  include  development  of 
next-generation  Distributed  Factory  System  prototypes  and  a 
survey  of  state-of-the-industry  wafer  fabrication  equipment 
controllers. 

• BDM  supports  modernization  initiatives  in  the  areas  of 
enterprise  integration  technology,  concurrent  engineering, 
information  resources  management,  and  the  application  of 
systems  development  methodology  and  product  life  cycles  to 
support  systems  and  software  development  programs.  TTiis  work 
includes  enterprise  analysis,  systems  development  projects, 
technology  transfer,  tutorials,  and  training  seminars  for 
manufacturing  firms. 

■ For  several  large  clients,  BDM  completed  the  design, 
development,  and  installation  of  automated  production  line 
equipment  and  customized  control  system  software  and  provided 
related  training  and  long-term  maintenance. 

• BDM  supports  DARPA's  Intelligent  Processing  of  Materials 
(IPM)  program. 

Information  and  Telecommunications  Systems: 

• BDM  analyzed  the  material  supply  system  for  a manufacturer 
and  developed  recommendations  for  enhancing  system 
maintainability. 

• During  1991,  BDM  began  providing  professional  services  to  law 
firms,  corporate  and  government  legal  departments,  and  state, 
local,  and  federal  judiciary  systems.  BDM  was  selected  to 
provide  program  management  expertise  to  a systems  integration 
project  for  one  of  the  country's  largest  law  firms. 
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• BDM  has  completed  a planning  study  for  the  World  Bank 
regarding  a future  electronic  communications  environment  with 
integrated  voice,  image,  graphic,  and  textual  data. 

International  Program: 

Under  a multi-year  contract  with  the  Japan  Transport  Economic 
Research  Center,  BDM  performed  econometric  modeling  and 
analysis  of  developments  in  the  U.S.  transportation  market. 

BDM  supported  Kuwait  in  the  development  and  management  of 
the  Kuwaiti  Student  Augmentation  Program. 

BDM's  ten-year  logistics  and  systems  engineering  support  to  the 
Royal  Saudi  Air  Force  was  expanded  in  1991,  increasing  BDM 
personnel  support  in  information  technologies,  logistics, 
intelligence,  training,  and  other  areas. 

Under  a partnership  between  BDM  and  Mitsui  Engineering  and 
Shipbuilding  Co.,  the  Rio  Grande  Development  Company  was 
formed  to  search  for,  evaluate,  and  nurture  new  technologies  for 
commercial  development  in  the  U.S.  and  eventually  global  markets. 

Industry  Markets 

Approximately  90%  of  BDM's  1991  revenue  was  derived  from  the 
U.S.  government,  including  subcontracts  (67%  from  the  DoD  and 
23%  from  other  government  agencies),  3%  from  foreign 
government  clients  (including  services  to  foreign  governments 
through  the  U.S.  government),  and  7%  from  commercial  and  other 
clients. 

Geographic 

Markets 

Approximately  97%  of  BDM's  revenue  is  from  the  U.S.  and  3% 
from  international  sources. 

BDM's  markets,  which  are  largely  in  the  continental  U.S.,  are 
served  through  a network  of  operations  centers,  site  facilities  within 
or  near  client  operations,  and  other  offices  supporting  regional  and 
local  client  bases. 

• The  largest  BDM  operations  are  located  in  McLean  (VA); 
Albuquerque  (NM),  Columbia  (MD),  Dayton  (OH), 
Germantown  (MD),  and  Huntsville  (AL). 

• BDM  has  an  additional  45  offices  worldwide. 
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Hardware  and 
Software 


A range  of  mainframe,  minicomputer,  and  microcomputer  systems, 
networks,  and  workstations  assist  BDM  in  providing  professional 
services  and  support  to  its  clients. 

• Large-scale  DEC  VAX  and  IBM  systems  are  located  at  several 
major  BDM  sites,  networked  and  accessed  through  a variety  of 
leased  lines  and  dial-up  links.  Remote  access  is  provided  via 
terminal  or  microcomputer, 

• All  IBM  and  VAX  software  systems  and  communications  are 
supported  by  BDM  systems  analysts  and  communications 
specialists. 
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BDM  INTERNATIONAL,  INC. 

7915  Jones  Branch  Drive 
McLean,  VA  22102 
(703)  848-5000 


Earle  C.  Williams,  President 
Subsidiary  of  Ford  Aerospace 
Total  Employees:  3,500 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $330,000,000* 

* INPUT  estimate 


The  Company  BDM  International,  Inc.,  established  in  1960,  provides 

professional  and  technical  services,  including  a range  of 
information  systems  and  systems  services  (integration, 
engineeering,  and  design)  to  clients  in  defense,  civil  government, 
manufacturing,  business  and  finance,  and  other  public  and  private 
sector  organizations  in  the  U.S.  and  abroad. 

Through  July  1988,  BDM  operated  as  a public  corporation.  In 
July  1988,  BDM  was  acquired  by  Ford  Aerospace 
Corporation/Ford  Motor  Corporation.  BDM  now  operates  as  a 
subsidiary  of  Ford  Aerospace. 

BDM  won  contracts  valued  at  $486  million  in  1988.  Although 
BDM's  revenues  are  no  longer  reported  separately,  INPUT 
estimates  that  BDM's  1988  revenue  reached  $330  million,  a 5% 
increase  over  reported  1987  revenue  of  $314  million.  A five-year 
revenue  summary  follows: 

BDM  INTERNATIONAL,  INC. 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988* 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$330.0 

$314.0 

$322.2 

$250.3 

$191.4 

(decrease)  from 
previous  year 

5% 

(3%) 

29% 

31% 

27% 

* INPUT  estimate. 


Prior  to  its  acquisition  by  Ford  Aerospace,  BDM  grew  solely  by 
self-generated  business  development  and  diversification. 
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BDM  is  a matrix  management  organization.  Each  professional 
staff  member  (which  includes  approximately  2,600  of  the 
company's  3,500  employees)  may  play  several  roles,  including  an 
implicit  marketing  role.  There  is  no  separate  marketing 
department. 


BDM's  services  address  client  requirements  in  a range  of 
application  areas,  including  communications,  information 
management,  national  security  and  defense,  logistics,  space, 
manufacturing  modernization,  energy  and  environment, 
transportation,  training,  and  advanced  technology. 

• Customers  typically  use  BDM's  services  to  evaluate  existing 
programs,  to  provide  the  analytical  basis  for  policy  development 
and  decisions,  to  help  determine  requirements  for  new  systems 
to  meet  future  objectives,  to  test  and  evaluate  hardware 
prototypes,  and  for  other  related  purposes. 

• BDM  typically  addresses  client  requirements  by  forming 
multidisciplinary  teams  having  capabilities  appropriate  to  the 
issues  and  problems  involved.  Capabilities  in  such  areas  as 
tests,  experiments,  designs,  analyses,  research,  and  systems 
integration  are  combined  and  applied  as  necessary  to  meet 
specific  client  requirements. 

BDM  also  provides  a range  of  information  systems  and  services  in 
the  manufacturing  industry,  including  the  architecture,  design, 
integration,  and  implementation  of  complex  systems  and  networks. 

Large-scale  software  development  plays  a major  part  in  BDM's 
information  systems  and  systems  integration  services.  BDM's 
Software  Productivity  Enhancement  Center  (SPEC™)  concept 
incorporates  and  combines  computer-aided  software  engineering, 
artificial  intelligence,  and  desktop  publishing  tools  and  techniques, 
enabling  the  company  to  produce  large  quantities  of  software 
rapidly. 

Contract  awards  include  the  following: 

• During  1988,  BDM  was  awarded  a $10  million  contract  with 
NASA  to  support  the  space  agency's  Astrophysics  Division. 

• Also  during  1988,  BDM  was  awarded  a contract  to  provide 
scientific,  engineering,  and  technical  assistance  (SETA)  support 
to  the  Strategic  Defense  Initiative  Organization.  The  potential 
value  of  the  contract  is  $47.8  million. 
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• In  early  1989,  BDM  was  awarded  a $52  million,  eight-year 
contract  from  the  Securities  and  Exchange  Commission  (SEC) 
to  build  an  electronic  disclosure  system  that  will  computerize 
the  receipt,  processing,  and  dissemination  of  SEC  information. 
BDM  is  acting  as  the  prime  contractor,  with  a team  of  three 
other  firms,  for  the  new  automation  program,  called  Electronic 
Data  Gathering,  Analysis,  and  Retrieval  (EDGAR). 


The  majority  of  BDM’s  revenue  is  derived  from  contracts  with  the 
federal  government. 

• In  recent  years,  the  fastest-growing  sector  of  the  company's 
operations  has  been  systems  integration  and  advanced 
manufacturing,  applied  to  the  needs  of  both  commercial 
manufacturers  and  the  defense  industry. 

• For  1987,  over  87%  of  revenue  was  derived  from  the 
Department  of  Defense,  6%  from  other  government  agencies, 
5%  from  commercial  clients,  and  2%  from  international 
sources. 

• For  1986,  88%  of  revenue  was  derived  from  the  Department  of 
Defense,  6%  from  other  government  agencies,  3%  from 
commercial  clients,  and  3%  from  international  sources. 

BDM's  current  clients  include  the  Departments  of  Defense, 
Energy,  and  State  (and  their  agencies  and  other  elements);  the 
Securities  and  Exchange  Commission;  the  National  Aeronautics 
and  Space  Administration;  aerospace  and  electronics  firms; 
automotive  and  heavy  equipment  manufacturers;  overseas 
governments  and  businesses;  and  the  financial  services  industry. 


BDM's  markets,  which  are  largely  in  the  continental  U.S.,  are 
served  through  a network  of  Technology  Centers,  site  facilities 
within  or  near  client  operations,  and  other  offices  supporting 
regional  and  local  client  bases. 

• The  largest  BDM  Technology  Center  operations  are  located  in 
McLean  (VA)  (also  the  corporate  headquarters  site), 
Albuquerque  (NM),  Dayton  (OH),  Huntsville  (AL),  and 
Columbia  (MD).  Other  Technology  Centers  are  located  in 
Seattle  (WA),  Los  Angeles  and  Monterey  (CA),  Boulder  (CO), 
and  Rosslyn  (Arlington)  and  Norfolk  (VA). 

• In  all,  there  are  more  than  50  BDM  offices  worldwide. 
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A range  of  mainframe,  minicomputer,  and  microcomputer 
systems,  networks,  and  workstations  assist  BDM  in  providing 
professional  services  and  support  to  its  clients. 

• Fourteen  large-scale  DEC  VAX  and  IBM  systems  are  located 
at  seven  major  BDM  sites,  networked  and  accessed  through  a 
variety  of  leased  line  and  dial-up  links.  Remote  access  is 
provided  via  terminal  or  microcomputer. 

• All  IBM  and  VAX  software  systems  and  communications  are 
supported  by  BDM  systems  analysts  and  communications 
specialists. 

• Augmenting  the  capabilities  of  the  interconnected  corporate 
network  are  numerous  specialized  processors  (including  Sun, 
Artemis,  Symbolics,  Intellimac,  and  others)  and  peripherals, 
supported  by  comprehensive  software  tools,  languages, 
packages,  and  systems. 
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BGS  SYSTEMS,  INC. 

128  Technology  Center 
Waltham,  MA  02254-9111 
Phone:  (617)891-0000 

Fax:  (617)890-0000 


President:  h 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Harold  S.  Schwenk,  Jr. 
Public  Corporation 


132 

$30,322,000 

1/31/93 


Key  Points 


BGS  Systems,  Inc.  (BGS)  systems  software  products  provide 
integrated  capacity  management  for  medium  and  large  IBM  Series 
AS/400,  RS/6000,  370,  and  DEC  VAX/ ALPHA  systems.  The 
company  currently  has  over  30,000  sites  installed  in  30  countries. 

The  advent  of  client/server  computing  has  produced  a significant 
opportunity  for  BGS  to  market  and  sell  its  LAN  management  and 
LAN  server  performance  monitoring  tools. 

Fiscal  1993  revenues  grew  20%  to  $30,322,00,  while  net  income  grew 
16%  to  $6,727,000. 

One  of  the  most  significant  trends  in  the  information  systems  market 
has  been  the  trend  toward  downsizing.  BGS  Systems'  system 
monitoring  expertise  is  complementary  to  most  downsizing  activities. 

BGS  has  delivered  the  BEST/l-Visualizer  for  BEST/1 
Datacenter™,  which  extends  the  applicability  of  BGS  products 
beyond  capacity  planning  into  the  critical  information  systems  areas 
of  daily  performance  reporting  and  analysis,  performance  tracking, 
and  historical  trend  analysis.  BEST/l-Visualizer  is  a PC-based 
performance  management  tool  for  displaying  and  analyzing 
performance  data.  BGS  has  delivered  BEST/1  for  UNIX  for  the 
IBM  RS/6000  and  has  announced  additional  UNIX  products  for 
Hewlett-Packard  and  Sun  Microsystems  platforms. 
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Company 

Description 


Operations/ 

Structure 


Strategy 


BGS  Systems,  Inc.,  founded  in  1975,  markets  system  performance 
management  systems  software  products  and  related  professional 
services. 

Initially,  BGS  applied  proprietary  modeling  technology  to  solving 
computer  performance  problems  in  medium  to  large  data  centers. 
Subsequently,  BGS  has  focused  on  products  and  services  in  the  area  of 
performance  management  and  capacity  planning. 


BGS  headquarters  are  located  in  Waltham,  Massachusetts.  BGS  does 
not  maintain  any  U.S.  branch  offices.  The  company  relies  heavily  on 
telephone  marketing. 

BGS  currently  has  foreign  subsidiaries  in  the  U.K.  and  Germany, 
France,  Italy,  and  Spain.  Operations  in  the  following  countries  or 
regions  are  handled  by  independent  distributors:  Australia,  Latin 
America,  Hong  Kong,'  Japan,  South  Africa,  Southeast  Asia  and  the 
Pacific  Rim. 

• BGS  Systems,  Limited,  the  company's  U.K.  subsidiary,  serves 
Ireland,  France,  Scandinavia,  Spain  and  the  U.K. 

• BGS  Systems  GmbH,  the  company’s  West  German  subsidiary 
formed  in  February  1989,  services  Germany,  Austria  and  the 
Benelux  countries. 

• BGS  Systems  s.r.l.,  an  Italian  subsidiary,  was  established  in  1992. 

BGS  is  expanding  its  foreign  marketing  and  to  date  has  made  sales  to 
over  200  major  foreign  companies. 


BGS  has  made  a major  increase  in  product  development  activity  in 
order  to  deliver  the  BEST/1  product  line  for  multiple  platforms  and 
open  systems.  Currently,  BGS  products  cover  UNIX,  MVS,  VM, 
OpenVMS,  and  the  AS/400  and  are  being  extended  to  OS/2  and 
Windows  NT. 

The  new  design  of  BEST/l-Datacenter  has  a unique  ability  to  evaluate 
the  performance  of  multiple  mainframes. 

BGS  strategic  plans  are  focused  on  preparing  for  other  client/server 
environments,  including  additional  UNIX  platforms. 

Finally,  BGS  is  focusing  on  key  strategic  alliances,  including  a recent 
announcement  of  a cooperative  effort  with  Hewlett-Packard  to  deliver 
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a complete  open-systems  performance  and  capacity  management 
solution. 


Financials  BGS  Systems'  fiscal  1993  revenue  reached  $30.3  million,  an  increase  of 

20%  over  fiscal  1992  revenue  of  $25.3  million.  In  the  five-year  revenue 
summary  that  follows,  financials  have  been  restated  to  reflect 
continuing  operations: 


BGS  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1/93 

1/92 

1/91 

1/90 

1/89 

Revenue 

$30,322 

$25,338 

$22,329 

$20,159 

$18,001 

Percent  increase 
from  previous  year 

20% 

13% 

11% 

12% 

'■  17% 

Income  before  taxes 

$10,211 

$8,839 

$8,060 

$6,445 

$4,715 

• Percent  increase 
from  previous  year 

16% 

10% 

25% 

37% 

119% 

• Gross  margin 

29% 

31% 

36% 

32% 

26% 

Net  income 

$6,727 

$5,785 

$5,115 

$4,016 

$2,954 

• Percent  increase 
from  previous  year 

16% 

13% 

27% 

36% 

112% 

Dividends  per  share 

$2.59 

$1.60 

$2.55 

$1.40 

$2.20 

• Percent  increase 
(decrease)  from 
previous  year 

62% 

(37%) 

24% 

(34%) 

109% 

BGS  management  attributes  the  company's  fiscal  1993  financial  results 
to  strong  new  license  revenues  in  both  domestic  and  international 
markets.  Management  believes  that  these  results  are  due  to  the 
introduction  into  the  market  of  BGS'  new  BEST/ 1-Datacenter  product. 

One  hundred  percent  of  BGS'  revenue  is  derived  from  its  systems 
software  products  and  associated  support  services.  A three-year 
summary  of  source  of  revenue  follows: 
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BGS  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/93 

1/92 

1/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  software 

- License  fees 

$13.8 

46% 

$9.1 

36% 

$8.6 

38% 

- Maintenance 

13.4 

44% 

13.3 

53% 

12.5 

56% 

- Other 

3.1 

10% 

2.9 

11% 

1.2 

6% 

TOTAL 

$30.3 

100% 

$25.3 

100% 

$22.3 

100% 

Employees  As  of  January  31,  1993,  BGS  had  180  employees,  of  which  140  were 

located  in  Waltham,  Massachusetts,  and  40  in  Europe  and  Asia. 


Competition  Major  competitors  include  LEGENT  Corporation,  Boole  & Babbage, 

and  Computer  Associates.  BGS  also  continues  to  face  competitive 
pressure  from  Digital  Equipment  Corporation. 


Key  Products  bGS  products  cover  a wide  range  of  computing  platforms,  including 

and  Services  mainframe  (MVS  and  VM),  midrange  (VAX  and  AS/400)  and 

workstations  (UNIX,  initially  for  the  IBM  RS/6000). 

BGS'  systems  software  products  provide  integrated  capacity 
management  for  medium  and  large  IBM  Series  370,  303x,  308x,  309x, 
and  43xx,  and  compatible  computers,  as  well  as  distributed  UNIX 
systems,  including  the  RISC  System/6000.  The  company  currently  has 
over  30,000  products  installed  in  30  countries. 

BEST/1  Product  Line: 

The  BEST/1  family  of  products  is  used  to  predict  the  future 
performance  of  a computer  system,  SNA  network,  or  new  application 
ba.sed  on  any  set  of  proposed  changes  to  equipment  or  workloads. 
BEST/1  solutions  run  on  multiple  platforms  including  MVS,  VM, 
VAX/VMS,  AS/400  and  UNIX. 
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BEST/1  products  include  BEST/1  DASD  Consultant,  which  helps 
customers  to  optimize  performance  of  their  MVS  data  storage  system 
and  IMS  Support  Facility,  and  expands  the  performance  and  capacity 
solution  available  for  customers  who  use  IMS. 

New  Products  in  the  BEST/1  product  line  include: 

• BEST/l-Datacenter™,  a new  product  announced  in  fiscal  1992, 
provides  an  integrated  performance  view  of  a multicomputer 
operating  environment. 

• BEST/l-Visualizer,  a new  product  announced  in  1993,  is  a PC-based 
performance  management  tool  for  displaying  and  analyzing 
performance  data.  This  product  has  been  implemented  under 
Windows  3.1  and  is  able  to  run  under  OS/2  Release  2.1. 

Network  Management  Products: 

BESTnet™  products  are  integrated  software  tools  that  help  to  manage 
the  performance  of  an  entire  SNA  network.  These  products  provide 
performance  evaluation  and  service  level  management  of  IBM  SNA 
networks.  The  BESTnet  products  perform  network  data  reduction, 
workload  characterization,  performance  reporting,  baseline  model 
building,  and  analytical  modeling  for  SNA  networks. 

BESTnet  CAPTURE  products  access  raw  performance  data  collected 
from  several  different  sources,  including  software  and  hardware 
network  performance  monitor  data.  BESTnet  CAPTURE  provides  a 
merge  facility  that  consolidates  performance  data  from  multiple  hosts. 
BESTnet  CAPTURE  also  integrates  with  BEST/1,  allowing  automated 
definition  of  a network  topology. 

CRYSTAL  Product  Line: 

The  CRYSTAL  family  of  products  uses  a technology  similar  to 
BEST/1,  a mathematical  model,  to  predict  the  performance  impact 
that  a new  application  will  have  when  it  is  installed,  and  can  identify 
performance  bottlenecks  in  new  applications  before  the  applications  go 
on-line. 

The  CRYSTAL  Performance  Evaluator™  is  a software  tool  that 
quantifies  and  predicts  DB2,  CICS,  and  IMS  application  performance. 
The  CRYSTAL  Performance  Evaluator  contains  an  automatic 
interface  to  BGS  Systems'  BEST/ 1-Datacenter  and  BEST/l-MVS 
Capacity  Planning  products. 
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Support  Facilities: 

BGS  Support  Facilities  for  BEST/ 1-Datacenter  are  optional  products 
that  read  additional  measurement  data  in  order  to  present  a more 
detailed  view  of  the  subsystem.  The  following  support  facilities  are 
available; 

• Batch  Support  Facility  (BSF) 

• CICS  Support  Facility  (CSF) 

■ DB2  Support  Facility  (DSF) 

• IMS  Support  Facility  (ISF) 


Product  Markets: 

BGS  Systems'  current  products  are  oriented  toward  five  market 
segments: 

• For  large  IBM  data  centers  running  MVS,  the  products  include 
BEST/ 1 -Datacenter™,  CAPTURE/MVS™,  BGS  Support 
Facilities,  and  Best/1  DASD  Consultant™. 

■ For  large  IBM  data  centers  running  VM,  the  products  include 
BEST/l-VM™,  CAPTURE/ VM™,  and  The  VM  Applications 
Planner. 

• For  large  IBM  data  centers  running  SNA  networks,  the  products 
include  BESTnetGRAPH/PACK™,  BESTnet  CAPTURE™, 
BEST/l-MSNFiM,  and  CAPTURE/MSNF™. 

• For  large  IBM  data  centers  planning  to  add  new  applications,  the 
products  include  CRYSTAL,  CRYSTAL/CICS™, 
CRYSTAL/IMS™,  CRYSTAL/DB2™,  and  Crystal  Performance 
Evaluator™. 

■ For  DEC  VAX/VMS  data  centers  running  VMS,  products  include 
BEST/ 1 -Open VMS™  and  CAPTURE/ VMS™. 

• For  distributed  UNIX  environments,  BEST/1  for  UNIX  is  a 
software  product  family  that  enables  centralized  performance  and 
capacity  management  in  distributed  UNIX  environments. 

Consulting  and  Maintenance  Services: 

Approximately  90%  of  the  company's  software  customers  subscribe  to 
BGS  Systems'  annual  maintenance  services,  which  include  product 
upgrades,  a telephone  hotline,  product  training,  technical  notes,  and  an 
electronic  bulletin  board. 
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Clients 


Industry 

Markets 


• The  fee  for  these  services  is  billed  and  payable  in  one  lump  sum  at 
the  beginning  of  each  maintenance  year. 

• To  minimize  support  expenses,  the  products  are  designed  so  that 
they  may  be  installed  by  the  users. 

BGS  provides  consulting  services  related  to  the  application  of  its 
products  for  specific  customer  requirements. 


BGS  has  a diverse  customer  base  that  covers  many  industries,  including 
airlines,  banking  and  finance,  insurance,  communications,  computer 
services,  energy,  pharmaceuticals,  health  care,  manufacturing,  retailing, 
utilities,  and  government. 


BGS  derives  its  revenue  from  clients  across  industry  sectors  and 
currently  licenses  its  products  to  more  than  1,000  customers. 

• The  company's  customers  include  manufacturers,  banks,  insurance 
companies,  retailers,  educational  institutions,  transportation 
companies,  service  companies,  utilities,  and  government  agencies. 

• Approximately  135  Fortune  500  companies,  as  well  as  a number  of 
the  largest  U.S.  insurance  companies  and  financial  institutions,  are 
customers  for  one  or  more  of  BGS  Systems'  products. 
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BGS  SYSTEMS,  INC. 

128  Technology  Center 
Waltham,  MA  02254-91 1 1 
Phone:  (617)  891-0000 

Fax:  (617)890-0000 


President:  h 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Harold  S.  Schwenk,  Jr. 


Public  Corporation 
132 

$30,322,000 

1/31/93 


Key  Points 


• BGS  Systems,  Inc.  (BGS)  systems  software  products  provide 
integrated  capacity  management  for  medium  and  large  IBM  Series 
370,  303x,  308x,  309x,  and  43xx  and  compatible  computers,  as  well  as 
DEC  VAX  systems.  The  company  currently  has  over  3,500  products 
installed  in  27  countries. 

• The  advent  of  client/server  computing  has  produced  a significant 
opportunity  for  BGS  to  market  and  sell  its  LAN  management  and 
LAN  server  performance  monitoring  tools. 

• Fiscal  1993  revenues  grew  20%  to  $30,322,00,  while  net  income  grew 
16%  to  $6,727,000. 

• One  of  the  most  significant  trends  in  information  systems  market  has 
been  the  trend  toward  downsizing.  BGS  SYSTEMS'  system 
monitoring  expertise  is  complementary  to  most  downsizing  activities. 

• BSG  has  announced  the  BEST/l-Visualizer  for  BEST/1 
Datacenter™  which  extends  the  applicability  of  BGS  products 
beyond  capacity  planning  into  the  critical  information  systems  areas 
of  daily  performance  reporting  and  analysis,  performance  tracking, 
and  historical  trend  analysis.  BEST/l-Visualizer  is  a PC-based 
performance  management  tool  for  displaying  and  analyzing 
performance  data.  This  product  will  be  available  in  the  summer  of 


1993. 


L 
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Company 

Description 

O 

BGS  Systems,  Inc.,  founded  in  1975,  markets  system  performance 
management  systems  software  products  and  related  professional 
services. 

Initially,  BGS  applied  proprietary  modeling  technology  to  solving 
computer  performance  problems  in  medium  to  large  data  centers. 
Subsequently,  BGS  has  focused  on  products  and  services  in  the  area  of 
performance  management  and  capacity  planning. 

Operations/ 

Structure 

BGS  headquarters  are  located  in  Waltham,  Massachusetts.  BGS  does 
not  maintain  any  U.S.  branch  offices.  The  company  relies  heavily  on 
telephone  marketing. 

BGS  currently  has  foreign  subsidiaries  in  the  U.K.  and  Germany, 
France,  Italy,  and  Spain.  Operations  in  the  following  countries  are 
handled  by  independent  distributors:  Australia,  Latin  America,  Hong 
Kong,  Japan,  South  Africa,  Southeast  Asia,  and  the  Pacific  Rim. 

• BGS  Systems,  Limited,  the  company's  U.K.  subsidiary,  serves 
Ireland,  France,  Scandinavia,  Spain,  and  the  U.K. 

• BGS  Systems  GmbH,  the  company's  West  German  subsidiary 
formed  in  February  1989,  services  Germany,  Austria,  and  the 
Benelux  countries. 

• BGS  Systems  s.r.l.,  an  Italian  subsidiary  was  established  in  1992. 

BGS  is  expanding  its  foreign  marketing  and  to  date  has  made  sales  to 
over  200  major  foreign  companies. 

Strategy 

BGS  has  made  a major  increase  in  product  development  activity  in 
order  to  deliver  the  BEST  product  line  for  multiple  platforms  and  open 
systems.  Currently,  BGS  products  cover  UNIX,  MVS,  VM,  OpenVMS, 
and  the  AS/400  and  are  being  extended  to  OS/2  and  Windows  NT. 

The  new  design  of  BEST/ 1-Datacenter  has  a unique  ability  to  evaluate 
the  performance  of  multiple  mainframes. 

BGS  strategic  plans  are  focused  on  preparing  for  other  client/server 
environments  including  additional  UNIX  platforms. 

Finally,  BGS  is  focusing  on  key  strategic  alliances,  including  a recent 
announcement  of  a cooperative  effort  with  the  Hewlett-Packard 
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Company  to  deliver  a complete  open-systems  performance  and  capacity 
management  solution. 


Financials  BGS  Systems’  fiscal  1993  revenue  reached  $30.3  million,  an  increase  of 

20%  over  fiscal  1992  revenue  of  $25.3  million.  In  the  five-year  revenue 
summary  that  follows,  financials  have  been  restated  to  reflect 
continuing  operations: 


BGS  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

1/93 

1/92 

1/91 

1/90 

1/89 

Revenue 

$30,322 

$25,338 

$22,329 

$20,159 

$18,001 

Percent  increase 

(decrease)  from 
previous  year 

20% 

13% 

11% 

12% 

17% 

Income  before  taxes 

$10,211 

$8,839 

$8,060 

$6,445 

$4,715 

• Percent  increase 
(decrease)  from 
previous  year 

16% 

10% 

25% 

37% 

119% 

• Gross  margin 

29% 

36% 

32% 

26% 

Net  income 
• Percent  increase 

$6,727 

$5,785 

$5,115 

$4,016 

$2,954 

(decrease)  from 
previous  year 

16% 

13% 

27% 

36% 

112% 

Earnings  per  share 

$2.59 

$1.60 

$2.55 

$1.40 

$2.20 

• Percent  increase 

(decrease)  from 
previous  year 

62% 

(37%) 

24% 

(34%) 

109% 

Management  attributes  their  1993  financial  results  to  strong  new 
license  revenues  in  both  domestic  and  international  markets. 
Management  believes  that  these  results  are  a result  of  the  introduction 
into  the  market  of  their  new  BEST/ 1-Datacenter  product. 

A three-year  summary  of  source  of  revenue  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FiSCAL  YEAR 

1/93 

1/92 

1/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Systems  software 

- License  fees 

$13.8 

46% 

$9.1 

36% 

$8.6 

38% 

- Maintenance 

13.4 

44% 

13.3 

53% 

12.5 

56% 

- Other 

3.1 

10% 

2.9 

11% 

1.2 

6% 

TOTAL 

$30.3 

100% 

$25.3 

100% 

$22.3 

100% 

Employees  As  of  January  31,  1993,  BGS  had  132  employees,  of  which  112  were 

located  in  Waltham,  Massachusetts,  13  in  England,  7 in  Germany. 


Competition  Major  competitors  include  LEGENT  Corporation,  Boole  & Babbage, 

and  Computer  Associates.  BGS  also  continues  to  face  competitive 
pressure  from  Digital  Equipment  Corporation. 


Key  Products  and  BGS  products  cover  a wide  range  of  computing  platforms,  including 
Services  mainframe  (MVS  and  VM),  midrange  (VAX  and  AS/400)  and 

workstations  (UNIX,  initially  for  the  IBM  RS/6000). 

BGS'  systems  software  products  provide  integrated  capacity 
management  for  medium  and  large  IBM  Series  370,  303x,  308x,  309x, 
and  43xx,  and  compatible  computers,  as  well  as  distributed  UNIX 
systems,  including  the  RISC  System/6000.  The  company  currently  has 
over  3,500  products  installed  in  27  countries. 

BEST/1  Product  Line 

• The  BEST/1  family  of  products  is  used  to  predict  the  future 
performance  of  a computer  system,  SNA  network,  or  new 
application  based  on  any  set  of  proposed  changes  to  equipment  or 
workloads.  Best/1  solutions  run  on  multiple  platforms  including 
MVS,  VM,  VAX/VMS,  AS/400  and  UNIX. 
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• BEST/1  products  include  BEST/1  DASD  Consultant,  which  helps 
customers  to  optimize  performance  of  their  MVS  data  storage 
system  and  IMS  Support  Facility,  and  expands  the  performance  and 
capacity  solution  available  for  customers  who  use  IMS. 

• New  Products  in  the  BEST/1  product  line  include: 

- BEST/l-Datacenter™,  a new  product  announced  in  fiscal  1992, 
provides  an  integrated  performance  view  of  a multicomputer 
operating  environment. 

- BEST/l-Visualizer,  a new  product  announced  in  1993,  is  a PC- 
based  performance  management  tool  for  displaying  and  analyzing 
performance  data.  This  product  has  been  implemented  under 
Windows  3.1  and  is  able  to  run  under  OS/2  Release  2.1. 

Network  Management  Products 

BESTnet™  products  are  integrated  software  tools  that  help  you 
manage  the  performance  of  your  entire  SNA  network.  These  products 
provide  performance  evaluation  and  service  level  management  of  IBM 
SNA  networks.  The  BESTnet  products  perform  netwrok  data 
reduction,  workload  characterization,  performnace  reporting,  baseline 
model  building,  and  analytical  modleing  for  SNA  networks. 

BESTnet  CAPTURE  products  access  raw  performance  data  collected 
from  several  different  sources  including  software  and  hardware 
network  performance  monitor  data.  BESTnet  CAPTURE  provides  a 
merge  facility  which  consolidates  performance  data  from  multiple 
hosts.  BESTnet  CAPTURE  also  integrates  with  BEST/1  allowing 
automated  definition  of  a network  topology. 

CRYSTAL  Product  Line 

The  CRYSTAL  family  of  products  uses  a technology  similar  to 
BEST/1,  a mathematical  model,  to  predict  the  performance  impact 
that  a new  application  will  have  when  it  is  installed,  and  can  identify 
performance  bottlenecks  in  new  applications  before  the  applications  go 
on-line. 

- The  CRYSTAL  Performance  EvaluatorTM  is  a software  tool  that 
quatifies  and  predicts  DB2,  CICS,  and  IMS  application 
performance.  The  CRYSTAL  Performance  Evaluator  contians 
an  automatic  interface  to  BGS  Systems'  BEST/l-Datacenter  and 
BEST/l-MVS  Capacity  Planning  products. 


CoDvriaht  1993  bv  INPUT.  Reproduction  Prohibited. 


Page  5 of  7 


BGS  SYSTEMS,  INC. 


INPUT 


Support  Facilities 

• BGS  Support  Facilities  for  BEST/ 1-Datacenter  are  optional 
products  that  read  additional  measurement  data  in  order  to  present 
a more  detailed  view  of  the  subsystem.  The  following  support 
facilities  are  available: 

-Batch  Support  Facility  (BSF) 

-CICS  Support  Facility  (CSF) 

-DB2  Support  Facility  (DSF) 

-IMS  Support  Facility  (ISF) 

Product  Markets 

BGS  SYSTEMS'  current  products  are  oriented  towards  five  market 
segments: 

• For  large  IBM  data  centers  running  MVS,  the  products  include 
BEST/ 1-Datacenter™,  CAPTURE/MVS™,  BGS  Support 
Facilities,  and  Best/1  DASD  Consultant™. 

• For  large  IBM  data  centers  running  VM,  the  products  include 
BEST/l-VM™,  CAPTURE/VM™,  and  The  VM  Applications 
Planner. 

• For  large  IBM  data  centers  running  SNA  networks,  the  products 
include  BESTnetGRAPH/PACKTM,  BESTnet  CAPTURE™, 
BEST/l-MSNF™,  and  CAPTURE/MSNF™. 

• For  large  IBM  data  centers  planning  to  add  new  applications,  the 
products  include  CRYSTAL,  CRYSTAL/CICS™, 
CRYSTAL/IMS™,  CRYSTAL/DB2™,  and  Crystal  Performance 
Evaluator™. 

• For  DEC  VAX/VMS  data  centers  running  VMS,  products  include 
BEST/ 1-Open  VMS™  and  CAPTURE/ VMS™. 

• For  distributed  UNIX  environments,  BEST/1  for  UNIX  is  a 
software  product  family  that  enables  centralized  performance  and 
capacity  management  in  distributed  UNIX  environments. 

Consulting  and  Maintenance  Services 

Approximately  90%  of  the  company's  software  customers  subscribe  to 
BGS  SYSTEMS'  aimual  maintenance  services,  which  include  product 
upgrades,  a telephone  hotline,  product  training,  technical  notes,  and  an 
electronic  bulletin  board. 
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• The  fee  for  these  services  is  billed  and  payable  in  one  lump  sum  at 
the  beginning  of  each  maintenance  year. 

• To  minimize  support  expenses,  the  products  are  designed  so  that 
they  may  be  installed  by  the  users. 

BGS  provides  consulting  services  related  to  the  application  of  its 
products  for  specific  customer  requirements. 


Clients  BGS  has  a diverse  customer  base  that  covers  many  industries  including, 

Airlines,  Banking  and  Finance,  Insurance,  Communications,  Computer 
Services,  Energy,  Pharmaceuticals,  Health  Care,  Manufacturing, 
Retailing,  Utilities,  and  Government. 


Industry  Markets  BGS  derives  its  revenue  from  clients  across  industry  sectors  and 

currently  licenses  its  products  to  more  than  1,000  customers. 

• The  company's  customers  include  manufacturers,  banks,  insurance 
companies,  retailers,  educational  institutions,  transportation 
companies,  service  companies,  utilities,  and  government  agencies. 

• Approximately  135  Fortune  500  companies,  as  well  as  a number  of 
the  largest  U.S.  insurance  companies  and  financial  institutions,  are 
customers  for  one  or  more  of  BGS  SYSTEMS'  products. 
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COMPANY  PROFILE 


BGS  SYSTEMS,  INC. 

128  Technology  Center 
Waltham,  MA  02254-91 1 1 
(617)  891-0000 


Harold  S.  Schwenk,  Jr.,  President 
Public  Corporation,  NASDAQ 
Total  Employees:  132 
Total  Revenue,  Fiscal  Year  End 
1/31/91:  $22,329,000 


The  Company  BGS  Systems,  Inc.,  founded  in  1975,  markets  computer  capacity 

management  systems  software  products  and  related  professional 
services. 


BGS  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

1/91 

1/90 

1/89 

1/88 

1/87 

CAGR 

Revenue 

• Percent  increase 

$22,329 

$20,159 

$18,001 

$15,415 

$12,583 

15% 

(decrease)  from 
previous  year 

11% 

12% 

17% 

23% 

(10%) 

Income  before  taxes 
• Percent  increase 

$8,060 

$6,445 

$4,715 

$2,151 

$243 

140% 

(decrease)  from 
previous  year 

25% 

37% 

119% 

785% 

(92%) 

• Gross  margin 

36% 

32% 

26% 

14% 

2% 

Net  income 
• Percent  increase 

$5,115  . 

$4,016 

$2,954 

$1,395 

$408 

88% 

(decrease)  from 
previous  year 

27% 

36% 

112% 

242% 

(80%) 

• Net  margin 

23% 

20% 

16% 

9% 

3% 

Earnings  per  share 
• Percent  increase 

$1.63 

$1.31 

$0.98 

$0.47 

$0.13 

88% 

(decrease)  from 
previous  year 

24% 

34% 

109% 

262% 

(80%) 

As  of  January  31,  1991,  BGS  had  132  employees,  of  which  112 
were  located  in  Waltham,  13  in  England,  and  7 in  Germany. 
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Major  competitors  include  LEGENT  Corporation,  Boole  & 
Babbage,  Contel  Information  Systems,  and  Computer  Associates. 


Key  Products  and  A three-year  summary  of  source  of  revenue  follows: 

Services 


THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/91 

1/90 

1/89 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Systems  software 

- License  fees 

$8.6 

38% 

$8.7 

43% 

$8.5 

47% 

- Maintenance 

12.5 

56% 

10.1 

50% 

8.5 

47% 

$21.1 

94% 

$18.8 

93% 

$17.0 

94% 

Consulting 

$0.6 

3% 

$0.9 

4% 

$0.7 

4% 

Other 

$0.6 

3% 

$0.5 

3% 

$0.3 

2% 

TOTAL 

$22.3 

100% 

$20.2 

100% 

$18.0 

100% 

BGS'  systems  software  products  provide  integrated  capacity 
management  for  medium  and  large  IBM  Series  370,  303x,  308x, 
309x,  and  43xx  and  compatible  computers,  as  well  as  DEC  VAX 
systems.  The  company  currently  has  over  3,500  products  installed 
in  27  countries. 

• The  BEST/1  family  of  products  is  used  to  predict  the  future 
performance  of  a computer  system,  SNA  network,  or  new 
application  based  on  any  set  of  proposed  changes  to  equipment 
or  workloads. 

• The  CAPTURE  products  access  standard  IBM  monitor  data  to 
automatically  create  the  mathematical  models  used  by  BEST/1. 
The  products  are  also  used  for  performance  reporting  and 
system  tuning. 

• The  INFO/BASE™  product  provides  a performance  data  base 
in  which  is  saved  multiple  models  created  by  the  CAPTURE 
products. 


Page  2 of  5 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


June  1991 


BGS  SYSTEMS,  INC. 


INPUT 


• The  CICS  Support  Facility™  provides  special  detail  support  for 
customers  using  CICS. 

• The  VM  Applications  Planner™  reports  the  use  of  any 
applications  running  under  VM's  timesharing  environment. 
CMS. 

• The  MSNF  Feature™  is  an  option  for  BEST/l-SNA  customers 
that  enables  them  to  improve  the  modeling  of  IBM  MSNF 
networks. 

• The  CRYSTAL  family  of  products  uses  a technology  similar  to 
BEST/1,  a mathematical  model,  to  predict  the  performance 
impact  that  a new  application  will  have  when  it  is  installed,  and 
can  identify  performance  bottlenecks  in  new  applications 
before  the  applications  go  on-line. 

BGS'  current  products  are  oriented  towards  five  market  segments: 

• For  large  IBM  data  centers  running  MVS,  the  products  include 
BEST/l-MVS™,  CAPTURE/MVS™,  INFO/BASE,  The 
CICS  Support  Facility,  and  Best/1  DASD  Consultants^. 

• For  large  IBM  data  centers  running  VM,  the  products  include 
BEST/l-VM™,  CAPTURE/ VM™,  INFO/BASE,  and  The 
VM  Applications  Planner. 

• For  large  IBM  data  centers  running  SNA  networks,  the 
products  include  BEST/l-SNA™,  CAPTURE/SNA‘‘^', 
BEST/l-MSNF™,  and  CAPTURE/MSNF™. 

• For  large  IBM  data  centers  planning  to  add  new  applications, 
the  products  include  CRYSTAL,  CRYSTAL/CICS™, 
CRYSTAL/IMS™,  CRYSTAL/DB2™,  and  Crystal 
Performance  Evaluator™. 

• For  DEC  VAX  data  centers  running  VMS,  products  include 
BEST/l-VAX™  and  CAPTURE/VMS™. 

New  products  include  BEST/1  DASD  Consultant,  which  helps 
customers  to  optimize  performance  of  their  MVS  data  storage 
system  and  IMS  Support  Facility,  which  expands  the  performance 
and  capacity  solution  available  for  customers  who  use  IMS. 
BEST/1  Data  Center™,  a new  product  announced  for  delivery 
later  in  fiscal  1992,  provides  an  integrated  performance  view  of  a 
multicomputer  operating  environment. 
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Approximately  90%  of  the  company's  software  customers 
subscribe  to  BGS'  annual  maintenance  services,  which  include 
product  upgrades,  a telephone  hotline,  product  training,  technical 
notes,  and  an  electronic  bulletin  board. 

• The  fee  for  these  services  is  billed  and  payable  in  one  lump  sum 
at  the  beginning  of  each  maintenance  year. 

• To  minimize  support  expenses,  the  products  are  designed  so 
that  they  may  be  installed  by  the  users. 

BGS  provides  consulting  services  related  to  the  application  of  its 
products  for  specific  customer  requirements. 


Industry  Markets  BGS  derives  its  revenue  from  clients  across  industry  sectors  and 

currently  licenses  its  products  to  more  than  1,000  customers. 

• The  company's  customers  include  manufacturers,  banks, 
insurance  companies,  retailers,  educational  institutions, 
transportation  companies,  service  companies,  utilities,  and 
government  agencies. 

• Approximately  135  Fortune  500  companies,  as  well  as  a number 
of  the  largest  U.S.  insurance  companies  and  financial 
institutions,  are  customers  for  one  or  more  of  BGS'  products. 


Geographic  A three-year  geographic  source  of  revenue  summary  follows: 

Markets 


BGS  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/91 

1/90 

1/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$14.3 

64% 

$13.6 

68% 

$12.6 

70% 

Export 

2.4 

11% 

2.7 

13% 

1.9 

11% 

Europe 

5.6 

25% 

3.9 

19% 

3.5 

19% 

TOTAL 

$22.3 

100% 

$20.2 

100% 

$18.0 

100% 
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BGS  does  not  maintain  any  U.S.  branch  offices.  The  company 
relies  heavily  on  telephone  marketing. 

BGS  currently  has  foreign  subsidiaries  in  the  U.K.  and  Germany, 
and  independent  distributors  in  Italy,  Spain,  Switzerland,  Israel, 
New  Zealand,  Australia,  Japan,  and  Mexico. 

• BGS  Systems,  Limited,  the  company's  U.K.  subsidiary,  serves 
Ireland,  France,  Scandinavia,  and  the  U.K. 

• BGS  Systems  GmbH,  the  company's  West  German  subsidiary 
formed  in  February  1989,  services  Germany,  Austria,  and  the 
Benelux  countries. 

• BGS  Systems  s.r.l.,  an  Italian  subsidiary,  will  be  established 
during  fiscal  1992. 

BGS  is  expanding  its  foreign  marketing  and  to  date  has  made  sales 
to  over  200  major  foreign  companies. 
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COMPANY  PROFILE 


BGS  SYSTEMS,  INC. 

128  Technology  Center 
Waltham,  MA  02254-9111 
(617)  891-0000 


Harold  S.  Schwenk,  Jr.,  President 
Public  Corporation,  NASDAQ 
Total  Employees:  132 
Total  Revenue,  Fiscal  Year  End 
1/31/90:  $20,159,000 


The  Company  BGS  Systems,  Inc.,  founded  in  1975,  markets  computer  capacity 

management  systems  software  products  and  related  professional 
services. 


BGS  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

1/90 

1/89 

1/88 

1/87 

1/86 

CAGR 

Revenue 

• Percent  increase 

$20,159 

$18,001 

$15,415 

$12,583 

$14,023 

10% 

(decrease)  from 
previous  year 

12% 

17% 

23% 

(10%) 

39% 

Income  before  taxes 
• Percent  increase 

$6,445 

$4,715 

$2,151 

$243 

$3,198 

19% 

(decrease)  from 
previous  year 

37% 

119% 

785% 

(92%) 

98% 

• Gross  margin 

32% 

26% 

14% 

2% 

23% 

Net  income 
• Percent  increase 

$4,016 

$2,954 

$1 ,395 

$408 

$2,086 

17% 

(decrease)  from 
previous  year 

36% 

112% 

242% 

(80%) 

87% 

• Net  margin 

20% 

16% 

9% 

3% 

15% 

Earnings  per  share 
• Percent  increase 

$1.31 

$0.98 

$0.47 

$0.13 

$0.65 

18% 

(decrease)  from 
previous  year 

34% 

109% 

262% 

(80%) 

81% 

As  of  January  31,  1990,  BGS  had  132  employees,  of  which  112 
were  located  in  Waltham,  12  in  London,  and  8 in  West  Germany. 
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Major  competitors  include  LEGENT  Corporation,  Boole  & 
Babbage,  Contel  Information  Systems,  and  Computer  Associates. 


Key  Products  and  A three-year  summary  of  source  of  revenue  follows: 

Services 


THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/90 

1/89 

1/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems  software 

- License  fees 

$8.7 

43% 

$8.5 

47% 

$7.2 

47% 

- Maintenance 

10.1 

50% 

8.5 

47% 

7.3 

47% 

$18.8 

93% 

$17.0 

94% 

$14.5 

94% 

Consulting  and  other 

$1.4 

7% 

$1.0 

6% 

$0.9 

6% 

TOTAL 

$20.2 

100% 

$18.0 

100% 

$15.4 

100% 

BGS'  systems  software  products  provide  integrated  capacity 
management  for  medium  and  large  IBM  Series  370,  303x,  308x, 
309x,  and  43xx  and  compatible  computers,  as  well  as  DEC  VAX 
systems.  The  company  currently  has  over  3,500  products  installed 
in  27  countries. 

• The  BEST/ 1 family  of  products  is  used  to  predict  the  future 
performance  of  a computer  system,  SNA  network,  or  new 
application  based  on  any  set  of  proposed  changes  to  equipment 
or  workloads. 

• The  CAPTURE  products  access  standard  IBM  monitor  data  to 
automatically  create  the  mathematical  models  used  by  BEST/1. 
The  products  are  also  used  for  performance  reporting  and 
system  tuning. 

• The  INFO/BASE™  product  provides  a performance  data  base 
in  which  is  saved  multiple  models  created  by  the  CAPTURE 
products. 
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• The  CICS  Support  Facility™  provides  special  detail  support  for 
customers  using  CICS. 

• The  VM  Applications  Planner™  reports  the  use  of  any 
applications  running  under  VM's  timesharing  environment, 
CMS. 

• The  MSNF  Feature™  is  an  option  for  BEST/l-SNA  customers 
that  enables  them  to  improve  the  modeling  of  IBM  MSNF 
networks. 

• The  CRYSTAL  family  of  products  uses  a technology  similar  to 
BEST/1,  a mathematical  model,  to  predict  the  performance 
impact  that  a new  application  will  have  when  it  is  installed,  and 
can  identify  performance  bottlenecks  in  new  applications 
before  the  applications  go  on-line. 

BGS'  current  products  are  oriented  towards  five  market  segments: 

• For  large  IBM  data  centers  running  MVS,  the  products  include 
BEST/l-MVS™,  CAPTURE/MVS™,  INFO/BASE,  The 
CICS  Support  Facility,  and  Best/1  I/O  Diagrammer-MVS™. 

• For  large  IBM  data  centers  running  VM,  the  products  include 
BEST/l-VM™,  CAPTURE/VM™,  INFO/BASE,  The  VM 
Applications  Planner,  and  Best/1  I/O  Diagrammer-VM™. 

• For  large  IBM  data  centers  running  SNA  networks,  the 
products  include  BEST/l-SNA™,  CAPTURE/SNA™, 
BEST/l-MSNF™,  and  CAPTURE/MSNF™. 

• For  large  IBM  data  centers  planning  to  add  new  applications, 
the  products  include  CRYSTAL,  CRYSTAL/CICS™, 
CRYSTAL/IMS™,  CRYSTAL/DB2™,  and  Crystal 
Performance  Evaluator™. 

• For  DEC  VAX  data  centers  running  VMS,  products  include 
BEST/ 1- VAX™  and  CAPTURE/ VMS™. 

Approximately  92%  of  the  company's  software  customers 

subscribe  to  BGS'  annual  maintenance  services,  which  include 

product  upgrades,  a telephone  hotline,  product  training,  technical 

notes,  and  an  electronic  bulletin  board. 

• The  fee  for  these  services  are  billed  and  payable  in  one  lump 
sum  at  the  beginning  of  each  maintenance  year. 

• To  minimize  support  expenses,  the  products  are  designed  so 
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that  they  may  be  installed  by  the  users. 

BGS  provides  consulting  services  related  to  the  application  of  its 
products  for  specific  customer  requirements. 

• BGS  also  provides  special  consulting  services  to  the  U.S. 
government  in  the  area  of  capacity  management. 


Industry  Markets  BGS  derives  its  revenue  from  clients  across  industry  sectors  and 

currently  licenses  its  products  to  more  than  1,000  customers. 

• The  company's  customers  include  manufacturers,  banks, 
insurance  companies,  retailers,  educational  institutions, 
transportation  companies,  service  companies,  utilities,  and 
government  agencies. 

• Approximately  1 15  Fortune  500  companies,  as  well  as  a number 
of  the  largest  U.S.  insurance  companies  and  financial 
institutions,  are  customers  for  one  or  more  of  BGS'  products. 

• The  U.S.  government  accounted  for  3%,  8%,  and  5%  of  BGS' 
total  revenue  for  fiscal  1990,  1989,  and  1988,  respectively. 


Geographic  A three-year  geographic  source  of  revenue  summary  follows; 

Markets 


BGS  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1/90 

1/89 

1/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$13.6 

68% 

$12.6 

70% 

$11.5 

75% 

Export 
- Canada 

1.2 

6% 

0.9 

5% 

0.5 

3% 

- Europe 

1.5 

7% 

1.0 

6% 

1.2 

8% 

Europe 

3.9 

19% 

3.5 

19% 

2.2 

14% 

TOTAL 

$20.2 

100% 

$18.0 

100% 

$15.4 

100% 
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BGS  does  not  maintain  any  U.S.  branch  offices.  The  company 
relies  heavily  on  telephone  marketing. 

BGS  has  foreign  subsidiaries  in  the  U.K.  and  West  Germany,  and 
independent  distributors  in  Italy,  Spain,  Switzerland,  Israel,  New 
Zealand,  Australia,  Japan,  and  Mexico. 

• BGS  Systems,  Limited,  the  company's  U.K.  subsidiary,  serves 
Ireland,  France,  Scandinavia,  and  the  U.K. 

• BGS  Systems  GmbH,  the  company's  West  German  subsidiary 
formed  in  February  1989,  services  Germany,  Austria,  and  the 
Benelux  countries. 

BGS  is  expanding  its  foreign  marketing  and  to  date  has  made  sales 
to  200  major  foreign  companies. 
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COMPANY  PROFILE 


BGS  SYSTEMS,  INC. 

128  Technology  Center 
Waltham,  MA  02254-91  I 1 
(617)  891-0000 


Harold  S.  Schwenk,  Jr.,  President 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  161 
Total  Revenue,  Fiscal  Year  End 
1/31/87;  $12,582,695 


THE  COMPANY 

• BGS  Systems,  Inc.,  founded  in  1975,  markets  computer  capacity  management 
systems  software  products  and  related  professional  services  to  over  900 
clients  across  industry  sectors.  BGS  management  believes  its  company  is  the 
leading  supplier  of  computer  capacity  management  products  based  on 
queueing  network  technology. 

• Fiscal  1987  revenue  was  $12.6  million,  a 10%  decrease  from  fiscal  1986 
revenue  of  $14  million.  Net  income  declined  80%,  from  $2.1  million  in  fiscal 
1986  to  $408,000  in  fiscal  1987.  A five-year  financial  summary  follows: 
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BGS  SYSTEMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1/87 

1/86 

1/85 

1/84 

1/83 

Revenue 

$ 12,583 

$ 14,023 

$ 10,065 

$8,431 

$5,814 

. Percent  increase 

(a) 

(a) 

(a) 

(decrease)  from 

previous  year 

(10%) 

39% 

19% 

45% 

38% 

Income  before  taxes 

$ 243 

$ 3,198 

$ 1,612 

$2,519 

$ 1,608 

. Percent  increase 

(decrease)  from 

previous  year 

(92%) 

98% 

(36%) 

57% 

123% 

Net  income 

</> 

O 

00 

$ 2,086 

$ 1,118 

$ 1,335 

$ 896 

. Percent  increase 

(decrease)  from 

previous  year 

(80%) 

87% 

(16%) 

49% 

1 1 2% 

Earnings  per  share 

$ 0.13 

$ 0.65 

$ 0.36 

$ 0.47 

$ 0.37 

. Percent  increase 

(decrease)  from 

previous  year 

(80%) 

81% 

(23%) 

27% 

106% 

(a)  Revenue  for  fiscal  1985,  1984,  and  1983  has  been  restated  to  reflect  a change  in 
the  method  of  accounting  for  interest  income. 


• BGS  management  attributes  revenue  and  net  income  declines  to  a company- 
wide reorganization  and  a general  weakness  in  the  marketplace. 

• Research  and  development  expenditures  were  approximately  $3  million  (24% 
of  revenue)  in  fiscal  1987,  $2.8  million  (20%  of  revenue)  in  fiscal  1986,  and 
$2.4  million  (24%  of  revenue)  in  fiscal  1985. 

• As  of  January  31,  1987,  BGS  had  151  employees  in  the  U.S.  and  10  employees 
in  London. 

• Although  no  company  competes  with  BGS  over  its  entire  product  line, 
competition  in  specific  product  areas  comes  from  Morino  Associates,  IBM, 
Boole  & Babbage,  UCCEL,  International  Systems  Services  Corporation,  and 
Contel  Information  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• BGS  Systems  derived  approximately  97%  of  fiscal  1987  revenue  from  systems 
software  products  and  related  maintenance  and  consulting  services.  Less  than 
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2%  of  revenue  was  fronn  professional  services  performed  for  federal  govern- 
ment agencies  unrelated  to  specific  BGS  software  packages.  The  remaining 
1%  of  revenue  was  derived  from  interest,  dividends,  and  miscellaneous  other 
income.  A three-year  summary  of  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

1/87 

1/86 

1/85 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Systems  software 
- License  fees 

$ 6,018 

48% 

$ 8,554 

61% 

$ 6,750 

67% 

- Maintenance 

contracts 

- Consulting  fees 

Subtotal 

5,679 

553 

$ 12,250 

45 

_4 

97% 

4,702 

622 

$ 13,878 

34 

_4 

99% 

2,629 

391 

$ 9,770 

26 

_4 

97% 

Professional  services 
- Government 
services 
contracts 

$ 153 

1% 

$ 40 

$ 184 

2% 

Other 

$ 180 

1% 

$ 106 

1% 

$ 111 

1% 

Total  Revenue 

$ 12,583 

100% 

$ 14,024 

100% 

$ 10,065 

1 00% 

• BGS's  software  products  provide  integrated  capacity  management  systems  for 
medium  and  large  IBM  Series  370,  303X,  308X,  309X,  and  43XX  and 
compatible  computers.  The  company's  products  fall  into  six  product  groups  as 
follows: 

The  MVS  product  group  is  an  integrated  family  of  products  for  use  in 
the  capacity  management  of  medium  and  large  IBM  computer  systems 
and  are  specifically  designed  to  address  the  IBM  MVS  operating  system. 

. BEST/ 1 -MVS is  an  interactive  modeling  tool  for  capacity 
planning  and  performance  tuning.  It  is  used  to  evaluate  the 
impact  of  workload  growth,  hardware  configuration  modifica- 
tions and  consolidations,  and  changes  in  operating  system 
parameters. 

The  product  uses  mathematical  techniques  to  provide 
reports  which  predict  response  time,  throughput  and 
device  utilization,  along  with  a number  of  other 
important  computer  performance  measures. 

Typical  applications  of  BEST/l-MVS  include  determining 
when  a computer  system's  response  time  will  become 
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unacceptable,  when  it  will  be  necessary  to  budget  an 
investment  in  additional  hardware,  and  which  computer 
system  components  will  need  to  be  replaced  or  upgraded. 

. CAPTURE/MVS  analyzes  and  reports  on  the  current  use  of  a 
customer's  computer  system.  CAPTURE/MVS  works  in  conjunc- 
tion with  BEST/1 -MVS  to  provide  an  integrated  facility  for 
computer  performance  prediction  and  capacity  planning.  Used 
with  the  INFO/BASE^  ''^’ option  described  below,  CAPTURE/MVS 
allows  users  to  save  summarized  measurement  data  for  such 
subsequent  analyses  as  trending,  historical  summary,  and 
exception  reporting. 

The  VM  product  group  is  an  integrated  family  of  products  specifically 

designed  for  customers  using  the  IBM  VM  operating  system. 

. BEST/1 -VM^'“'  is  an  interactive  modeling  tool  similar  to 
BEST/1 -MVS  but  is  specifically  designed  for  use  with  the  IBM 
VM  operating  system.  As  with  other  BEST/ 1 products, 
BEST/l-VM  allows  the  customer  to  perform  "what  if"  analyses 
without  the  expense  or  risk  of  changing  the  current  computer 
system. 

. CAPTURE/VM^'^'  works  in  conjunction  with  BEST/l-VM  to 
provide  an  integrated  facility  for  computer  performance 
modeling  and  prediction.  CAPTURE/VM  is  an  interactive 
software  product  that  supports  a number  of  capacity  manage- 
ment functions  for  the  IBM  VM  operating  system  environment. 
It  provides  automated  daily  analysis  and  reporting  of  capacity 
management  data  and  can  be  used  with  the  INFO/BASE  option. 

The  SNA  product  group  addresses  the  communications  planning  needs 

of  users  of  IBM  computer  networks. 

. BEST/1 -SNA^  ''*''  is  an  interactive  tool  designed  to  assist  network 

managers,  designers,  and  capacity  planners  in  network  capacity 
planning,  performance  tuning,  and  design.  It  is  used  to  model, 
evaluate,  and  predict  the  performance  of  SNA  multi-point  and 
point-to-point  data  communications  networks  using  SDLC, 
bisynchronous,  and  start-stop  protocols.  Network  capacity 
planners  can  use  BEST/I -SNA  alone  or  in  conjunction  with 
BEST/ 1 -MVS  for  total  system  performance  evaluation  and 
analysis. 

. CAPTURE/SNA^“'  is  an  interactive  product  that  supports  the 
capacity  management  function  for  the  IBM  SNA  data  communi- 
cations environment.  CAPTURE/SNA  analyzes  SNA  measure- 
ment data  collected  by  standard  IBM  software  measurement 
products.  It  produces  reports  which  provide  a detailed  analysis 
of  network  performance  during  user-specified  time  intervals  and 
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suggests  opportunities  for  performance  tuning.  CAPTURE/SNA 
automatically  generates  a model  of  the  current  network 
installation  for  "what  if"  analysis  by  BEST/1 -SNA. 

BGS  has  added  MSNF  features  for  both  the  BEST/1  and  CAPTURE 
products  that  extend  the  SNA  functionality  to  include  information 
about  multiple  host  computers  and  multiple  network  central  programs. 

The  Application  Software  product  group  allows  system  development 
managers  to  estimate  the  responsiveness  of  any  particular  system 
design  before  it  is  installed  or  programs  are  written. 

. CRYSTAL^'*^'  allows  data  processing  management  to  analyze  the 
performance  characteristics  of  a new  software  application 
system  before  any  programs  are  written.  CRYSTAL/lMS^“  and 
CRYSTAL/CICS^'*^'  incorporate  features  that  facilitate  the 
development  of  CRYSTAL  models  of  applications  based  on  IMS 
or  CICS.  Data  processing  managers  may  use  CRYSTAL  to  avoid 
errors  in  software  design  and  implementation  and  their 
associated  cost  overruns. 

INFO/BASE  is  BGS's  capacity  management  data  base  product  which 
supports  the  storage  of  capacity  management  information  for  historical 
and  trend  reporting,  long-term  management  reporting,  exception 
reporting,  and  ad  hoc  inquiries.  INFO/BASE  supports  information 
storage  and  retrieval  across  several  MVS  and  VM  computer  systems, 
allowing  the  customer  to  maintain  a single  capacity  management  data 
base.  The  use  of  INFO/BASE  is  optional  and  is  not  required  for  the 
CAPTURE  and  BEST/1  products  of  each  product  group  to  work 
together. 

• Software  product  purchase  price  includes  a one-year  maintenance  agreement 
consisting  of  automatic  software  upgrades,  technical  support,  documentation, 
and  training  classes. 

In  order  to  minimize  selling  and  support  expenses,  products  have  been 
designed  for  installation  by  the  user. 

Annual  software  maintenance  contracts  are  available  for  approxi- 
mately 20%  of  the  original  license  fee.  Approximately  92%  of  the 
company's  clients  subscribe  to  this  service. 

BGS  also  provides  consulting  services  related  to  the  application  of  its 
products  for  specific  customer  requirements. 

• BGS  derives  a small  amount  of  revenue  each  year  from  consulting  professional 
services  provided  to  the  U.S.  government  in  the  area  of  capacity  management. 
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INDUSTRY  MARKETS 

• BGS  Systems  derived  its  fiscal  1987  revenue  from  clients  across  industry 
sectors. 

The  company's  customers  include  manufacturers,  banks,  insurance 
corripanies,  retailers,  educational  institutions,  transportation 
companies,  service  companies,  utilities,  and  government  agencies. 

Approximately  100  Fortune  500  companies,  as  well  as  a number  of  the 
largest  U.S.  insurance  companies  and  financial  institutions  are 
customers  of  one  or  more  of  the  company's  products. 

The  federal  government  accounted  for  7%,  4%,  and  9%  of  BGS's  fiscal 
1987,  1986,  and  1985  revenue,  respectively. 

GEOGRAPHIC  MARKETS 

• Approximately  94%  of  fiscal  1987  revenue  was  from  clients  located  across  the 
U.S.,  2%  from  Canada,  and  4%  from  Europe.  BGS  products  have  been  sold  to 
over  150  major  foreign  companies.  A three-year  summary  of  source  of 
revenue  follows: 


1/87 

1/86 

1/85 

U.S. 

94% 

94% 

93% 

International 

_6 

_6 

_7 

Total 

1 00% 

1 00% 

100% 

• BGS  does  not  maintain  any  U.S.  branch  offices  at  this  time.  Products  are 
primarily  marketed  by  telephone  from  BGS  headquarters,  enabling  the 
company  to  maintain  a low  cost  of  sales. 

• BGS  has  a U.K.  subsidiary,  BGS  Systems  Ltd.,  and  also  markets  its  products  in 
other  countries  through  independent  distributors. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BGS  Systems  maintains  the  following  computers  at  its  Waltham  headquarters: 

I IBM  4381-14,  MVS. 

I IPL  4446,  MVS,  CMS,  DOS/VSE,  VM. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1983* 


BGS  SYSTEMS,  INC. 

One  University  Office  Park 
29  Sawyer  Road 
Waltham,  MA  02254 
(617) 891-0000 


Harold  S.  Schwenk,  Jr.,  President 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  135 
Total  Revenue,  Fiscal  Year  End 
1/31/85;  $11,163,396 


BGS  SYSTEMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

1/85 

1/84 

1/83 

1/82 

1/81 

ITEM 

Revenue 

$ 

1,163 

$ 

9,192 

$5,925 

$ 4,280 

$2,133 

. Percent  increase 

1 1 7% 

from  previous  year 

21% 

55% 

38% 

101% 

Income  before  taxes 

$ 

1,612 

$ 

2,519 

$ 1,608 

$ 722 

$ 307 

. Percent  increase 

(decrease)  from 
previous  year 

(36%) 

57% 

123% 

135% 

959% 

Net  income 

$ 

1,1 18 

$ 

1,335 

$ 896 

$ 422 

$ 172 

. Percent  increase 

(decrease)  from 
previous  year 

(16%) 

49% 

1 12% 

145% 

493% 

Earnings  per  share 

$ 

0.36 

$ 

0.47 

$ 0.37 

$ 0.18 

$ 0.07 

. Percent  increase 

(decrease)  from 
previous  year 

(23%) 

27% 

106% 

157% 

600% 

BGS  Systems  management  attributes  its  lower  income  and  earnings  for  fiscal 
1985  to  increased  expenditures  on  research  and  development,  increased 
customer  support  services,  and  to  the  opening  of  a new  sales  and  marketing 
office. 

BGS  Sysfems'  revenue  for  the  first  quarter  ended  April  30,  1985  was  $2.9 
million,  a 27%  increase  over  $2.3  million  for  the  comparable  period  in  1984. 
Net  income  for  the  period  increased  148%  to  $354,130  over  $142,930  for  the 
first  quarter  of  fiscal  1984. 


^Replaces  Financial  Update  of  June  1984 
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SOURCE  OF  REVENUE 

• BGS  Systems  derived  approximately  87%  of  fiscal  1985  revenue  from  systems 
software  products  and  related  maintenance  and  consulting  services.  Less  than 
2%  of  revenue  was  from  professional  services  performed  for  federal  govern- 
ment agencies  unrelated  to  specific  BGS  software  packages.  The  remaining 
1 1%  of  revenue  was  derived  from  interest,  dividends,  and  miscellaneous  other 
income.  A three-year  summary  of  source  of  revenue  follows  ($  thousands): 


1/85 

1/84 

1/83 

Systems  software 

- License  fees 

- Maintenance  contracts 

- Consulting  fees 

$ 6,750 
2,629 
391 

$6,104 

1,671 

375 

$4,426 

862 

326 

Total  software  revenue 

$ 9,770 

$8,150 

$5,614 

Professional  services 

- Government  services  contracts 

184 

175 

167 

Interest,  dividends,  and  other 

1,209 

867 

144 

Total  revenue 

$ 1 1,163 

$9,192 

$5,925 

• Eighty-eight  percent  of  BGS  Systems'  fiscal  1985  revenue  was  derived  from 
the  U.S.  The  remaining  12%  was  from  export  revenue. 

Fiscal  1985  was  the  first  full  year  of  operations  for  BGS  Systems,  Ltd. 

(London)  which  was  formed  to  market  BGS  Systems'  products  in  the 

United  Kingdom  and  Benelux  countries. 

NEW  PRODUCTS  AND  SERVICES 

• INFO/BASE , announced  in  1982,  was  installed  in  15  beta  test  customer 
sites  in  January  1984.  This  capacity  management  data  base  product  is  priced 
at  $10,000. 

• CAPTURE/SNA^''^  , which  was  still  under  development  in  fiscal  1984,  was 
released  in  February  1985.  The  software  product  reduces  standard  network 
measurement  data  into  summarized  reporting  and  capacity  planning  infor- 
mation, automatically  generating  a model  of  the  current  network  installation 
for  "what-if"  analysis  by  B£ST/I-SNA^  , and  will  interface  with 
INFO/BASE.  The  product  is  priced  at  $20,000. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  JUNE  1983 


BGS  SYSTEMS,  INC. 

One  University  Office  Park 
29  Sawyer  Road 
Waltham,  MA  02254 
(617)  891-0000 


Harold  S.  Schwenk,  Jr.,  President 
and  CEO 

Public  Corporation,  OTC 
Total  Employees;  I 1 9 
Total  Revenue,  Fiscal  Year  End 
1/31/84:  $9,191,992 


BGS  SYSTEMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


BGS  Systems  derived  89%  of  its  fiscal  1984  revenue  from  systems  software 
products  and  related  maintenance  and  consulting  services.  Two  percent  of 
revenue  was  from  professional  services  performed  for  the  federal  government 
and  unrelated  to  specific  BGS  software  packages.  A three-year  summary  of 
source  of  revenue  follows  ($  thousands); 


Revenue  Source 

1/84 

1/83 

1/82 

Software  licenses 

$6,104 

$4,426 

$3,240 

Maintenance  contracts 

1,671 

862 

331 

Consulting  fees 

375 

326 

220 

Government  service  contracts 

175 

167 

357 

Interest,  dividends,  and  other 

867 

144 

132 

$9,192 

$5,925 

$4,280 
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COMPANY  HIGHLIGHT 


BGS  SYSTEMS,  INC 
One  University  Office  Park 
Waltham,  MA  02254 
(617)  891-0000 


Harold  S.  Schwenk,  Jr.,  President 
Public  Corporation,  OTC 
Total  Employees:  64 
Total  Revenue,  Fiscal  Year  End 
1/31/83:  $5,925,387 


THE  COMPANY 

• BGS  Systems,  Inc.,  founded  in  1975,  markets  computer  capacity  planning 
software  products  and  related  professional  services  to  over  400  clients  across 
industry  sectors. 

• In  May  1983  BGS  announced  an  initial  public  offering  of  $1.2  million  shares  of 
common  stock.  BGS  will  derive  proceeds  from  600,000  of  the  shares  offered. 
The  initial  public  offering  price  will  be  between  $15  and  $18  per  share. 

• Fiscal  1983  revenue  was  $5.9  million,  an  increase  of  38%  over  1982  revenue  of 
$4.3  million.  Net  income  rose  112%  to  $896,000  from  $422,000  in  1982.  A 
five-year  financial  summary  follows: 


BGS  SYSTEMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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Growth  in  revenue  and  net  income  is  due  principally  to  volume  in- 
creases in  software  license  fees  and  growth  in  maintenance  contract 
revenue,  which  has  increased  as  a percentage  of  total  revenue  from  2% 
in  fiscal  1981  to  15%  in  fiscal  1983. 

Research  and  product  development  expenses  were  $1.5  million  and  $1.4 
million  in  fiscal  1983  and  1982  respectively. 

• BGS  Systems  had  64  employees  in  January  1983.  As  of  April  15,  1983  there 
were  72  employees,  segmented  as  follows: 


Marketing/sales  28 

Technical  support,  education, 
and  training  8 

Research  and  product  development  26 

General  and  administrative 

72 


• Although  no  company  competes  with  BGS  over  its  entire  product  line,  compe- 
tition in  specific  product  areas  comes  from  Boole  & Babbage  and  Morino 
Associates. 

KEY  PR0(XX:TS  and  SERVICES 

• BGS  Systems  derived  95%  of  its  fiscal  1983  revenue  from  systems  software 
products  and  related  maintenance  and  consulting  services.  Three  percent  of 
revenue  was  from  professional  services  performed  for  the  federal  government 
that  were  not  related  to  specific  BGS  software  packages.  A three-year 
summary  of  source  of  revenue  follows  ($  thousands): 


Revenue  Source 

1/83 

1/82 

1/81 

Software  licenses 

$4,426 

$3,240 

$1,696 

Maintenance  contracts 

862 

331 

32 

Consulting  fees 

326 

220 

118 

Government  service  contracts 

167 

357 

207 

Interest,  dividends,  and  other 

144 

132 

80 

Total  Revenue 

$5,925 

$4,280 

$2,133 

• In  addition  to  its  original  interactive  MVS  capacity  management  products, 
which  are  based  on  queuing  network  technology,  BGS  offers  interactive 
management  and  planning  packages  for  VM  systems,  data  communications 
networks,  and  new  IMS  and  CICS  applications. 

The  company's  BEST/I-MVS,  BEST/I-VM,  CAPTURE/MVS,  and 
CRYSTAL  packages  accounted  for  over  80%  of  revenue  for  the  past 
three  fiscal  years. 

A profile  of  software  product  offerings  is  presented  in  the  exhibit. 
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EXHIBIT 

BGS  SYSTEMS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

BEST/1 -MVS 

Modeling  tool  for  capacity  planning,  performance 
tuning,  and  systems  design  for  MVS  systems 

$24,500 

BEST/1 -VM 

BEST/1  for  VM  systems 

$22,500 

c_ 

c 

BEST/1 -SNA 

Modeling  tool  for  network  capacity  planning, 
performance  tuning,  and  network  design 

New 

D 00 

<0  o 

VO 

00 

CAPTURE/MVS 

Hardware  device  usage  and  workload  character- 
ization and  analysis  package 

$10,500 

U) 

CAPTURE/VM 

CAPTURE  for  VM/370  systems 

New 

CAPTURE/SNA 

Network  workload  characterization  package 

New 

INFO/BASE 

Capacity  management  data  base  system 

New 

CRYSTAL 

New  applications  sizing  package 

$17,600 

CRYSTAL/IMS 

Modeling  Support  Library 

$ 2,500 

CRYSTAL/CICS 

Modeling  Support  Library 

$ 2,500 

NUMBER 

INSTALLED 


CPU  REQUIREMENTS 
(OPERATING  SYSTEM) 


CO 

00 

CO 

0“ 

< 


"D 

c 


J3 

cv 

•D 

O 

Q. 

C 

o 

o' 

3 


O 

3" 


0> 

Q. 


357 

35 

New 

305 

New 

New 

New 

72 


IBM370,  30XX,  and43XX  (MVS,  VS1, 
VM/CMS),  Univac  1100  (EXEC),  Burroughs 
B5000,  B6000,  B7000(MCP),  Honeywell  6600, 
DPS-6  (GC0S3) 

IBM  370,  30XX,  4300,  and  compatible  (VM) 
IBM  370,  30XX,  43XX  (MVS/TSO,  VM/CMS) 


IBM  370,  30XX,  43XX  (MVS,  MVS/SE, 
MVS/SP) 

IBM  370,  30XX,  43XX  (VM/CMS) 


> IBM  370,  30XX,  43XX  (MVS,  VM) 


BGS  SYSTEMS,  INC. 


BGS  SYSTEMS,  INC. 


• BEST/ r is  a computer  system  modeling  tool  for  capacity  planning,  perform- 

ance tuning,  and  systems  design.  The  system  is  used  to  evaluate  the  impact  of 
workload  growth,  hardware  configuration  modifications  and  consolidations, 
and  changes  in  operating  system  parameters.  BEST/ 1 interfaces  with  SAS  for 
statistical  analysis  or  graphics  presentations  and  provides  response  time, 
throughput,  and  device  utilization  reports. 

Applications  of  BEST/ 1 include: 

. Determining  when  a system  will  run  out  of  capacity  and  require 
an  upgrade. 

. Evaluating  hardware  alternatives  offered  by  different  vendors 
and  determining  which  components  of  a system  to  replace  when 
an  upgrade  is  required. 

. Assessing  the  impact  on  performance  of  new  applications  or 
growth  in  existing  workloads. 

. Investigating  the  impact  of  proposed  configurations  or  operating 
system  changes  before  implementation. 

. Modeling  the  details  of  complex  I/O  configurations  and  predict- 
ing the  effects  of  installing  new  I/O  offerings. 

. Optimizing  operating  system  parameters  that  control  such 
mechanisms  as  mainframe  priorities,  main  memory  allocation, 
and  data  placement. 

Input  to  the  BEST/ 1 model  may  be  automatically  generated  by  BGS's 
CAPTURE  workload  characterization  package.  When  modeling  pro- 
posed or  partially  implemented  applications,  the  BEST/ 1 input  is  gener- 
ated by  BGS's  CRYSTAL  package,  which  specifies  software  and  hard- 
ware performance  requirements. 

Three  versions  of  BEST/I  are  available  and  Include  the  following: 

. BEST/I-MVS^“',  the  original  version  of  BEST/I,  is  designed  to 
run  on  MVS  systems  that  are  generally  used  for  batch  applica- 
tions systems,  large  data  base/data  communications  applica- 
tions, and  software  development. 

. BEST/I-VM^  “' , introduced  in  November  1982,  is  specifically 
designed  to  run  on  VM  systems  that  support  CMS.  BEST/I-VM 
utilizes  VMAP  data  analysis  reports  and  Guest  measurement 
data  to  show  performance  of  key  workloads  such  as  CMS  inter- 
active users,  CMS  Batch,  and  Guest  SCPs  under  measured  oper- 
ating conditions.  VM  systems  are  used  extensively  for  inter- 
active end-user  applications  and  program  development. 
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BEST/ 1 -SNA^  “- .introduced  in  December  1982,  is  designed  to 
assist  network  managers,  designers,  and  capacity  planners  in  the 
areas  of  network  capacity  planning,  performance  tuning,  and 
network  design.  The  product  is  used  to  model,  evaluate,  and 
predict  the  performance  of  SNA  multipoint  and  point-to-point 
data  communications  networks  utilizing  SDLC,  bisynchronous, 
and  start-stop  protocols.  BEST/ 1 -SNA  can  be  used  alone  or  in 
conjunction  with  BEST/I -MVS  for  total  host/network  modeling 
and  performance  analysis. 

Reports  are  generated  that  contain  information  including 
total  system  response  time;  inbound,  outbound,  host,  and 
3705  response  time;  bid-to-poll  time;  outbound  wait  time; 
service  degradation;  throughput  and  productive  utiliza- 
tion; polling  rates;  percentage  negative  polling;  and  3705 
slowdown  effects. 

• BGS  Systems*  CAPTURE  hardware  device  usage  and  workload  characteriza- 
tion and  analysis  package  is  available  in  three  versions. 

CAPTURE/MVS^  “‘,  for  MVS  systems,  analyzes  RMF  or  CMF,  SMF,  IPS, 
and  user-supplied  data.  The  system  separates  MVS  jobs  into  work 
groups  characterized  by  mainframe,  input/output  device,  and  memory 
usage  during  a user-selected  time  interval.  The  package  integrates 
data  reduction  and  analysis  with  performance  reporting  and  workload 
building.  Over  20  reports  are  produced  for  use  in  capacity  planning  and 
performance  tuning  and  management.  CAPTURE/MVS  automatically 
interfaces  to  BEST/ 1 -MVS  and  BGS's  INFO/BASE  capacity  management 
data  base  system. 

CAPTURE/VM^  “' , introduced  in  December  1 982,  supports  capacity 
management  functions  for  the  VM/370  environment.  The  package  uses 
data  gathered  by  the  VM  Performance  Monitor  facility  to  report 
system-wide  individual  USERID  and  hardware  device  usage  summarized 
by  VM  performance  groups.  CAPTURE/VM  interfaces  to  INFO/BASE 
and  BEST-I/VM. 

CAPTURE/SNA^  , introduced  in  December  1982,  uses  standard  IBM 
data  monitoring  tools  to  collect  and  reduce  essential  SNA  network 
measurement  data.  The  system  produces  reports  providing  a detailed 
analysis  of  network  performance  during  user-specified  time  intervals 
and  suggesting  opportunities  for  performance  tuning.  CAPTURE/SNA 
automatically  generates  a model  of  the  current  network  installation  for 
processing  by  BEST/I-SNA  and  will  interface  with  INFO/BASE. 

• INFO/BASE^  introduced  in  December  1982,  is  a capacity  management  data 
base  system  for  storage  and  analysis  of  information  derived  from  CAPTURE. 
The  product  is  used  to  support  capacity  management  functions  such  as  work- 
load forecasting,  management  and  exception  reporting,  and  ad  hoc  analysis. 
INFO/BASE  offers  access  to  SAS  analysis  facilities  and  interfaces  to 
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BEST/1.  Historical  performance  data  can  be  saved  and  retrieved  for  report- 
ing, graphics,  and  trend  analysis. 

• CRYSTAL^ “■  , introduced  in  December  I960,  is  used  in  conjunction  with 
BEST/ 1 to  specify,  predict,  and  assess  software  performance  and  hardware 
requirements  for  new  or  expanding  applications  before  and  during  all  phases  of 
the  system  development  cycle.  CRYSTAL  automatically  interfaces  to  BEST/I 
to  provide  project  management  and  system  performance  reports. 

CRYSTAL  accepts  information  from  a System  Description  File  that 
describes  the  proposed  application  and  specifies  subsystem  parameters, 
hardware  configuration,  and  workload  volume  projections. 

By  varying  the  input  assumptions,  a wide  range  of  sensitivity  analyses 
can  be  performed  to  identify  potential  performance  problems  and 
evaluate  response  time  and  utilization  of  system  resources. 

CRYSTAL  can  be  used  for  cost/performance  comparative  analysis 
when  considering  purchasing  an  applications  package  versus  in-house 
development. 

CRYSTAL/CICS^  “'  and  CRYSTAL/IMS^  “ Modeling  Support  Libraries 
supply  prototype  descriptions  of  typical  transactions  and  are  accessed 
by  CRYSTAL  to  simplify  the  task  of  modeling  IMS  and  CICS  applica- 
tions. 

The  package  produces  over  a dozen  reports  indicating  causes  in  ser- 
vice-level constraints  and  can  present  these  results  in  tabular  or 
graphic  format. 

• Software  product  purchase  price  includes  a one-year  maintenance  agreement 
consisting  of  automatic  software  upgrades,  technical  support,  documentation, 
and  training  classes. 

In  order  to  minimize  selling  and  support  expenses,  products  have  been 
designed  for  installation  by  the  user. 

Annual  software  maintenance  contracts  are  available  for  approxi- 
mately 20%  of  the  original  license  fee.  Over  95%  of  the  company's 
clients  subscribe  to  this  service. 

INDUSTRY  MARKETS 

• BGS  Systems  derived  its  fiscal  1983  revenue  from  clients  across  industry 
sectors  with  some  concentration  in  banking  and  finance,  insurance,  and 
federal  government. 

Thirteen  percent  of  fiscal  1983  revenue  was  derived  from  approxi- 
mately 30  federal  government  agencies. 
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BGS  clients  include  over  70  Fortune  500  firms. 

GEOGRAPHIC  MARKETS 

• Approximately  86%  of  fiscal  1983  revenue  was  from  clients  located  across  the 
U.S.  Four  percent  of  revenue  was  from  Canada  and  10%  from  Europe  (pri- 
marily the  U.K.  and  Italy)  and  Australia.  BGS  products  have  been  sold  to  over 
20  major  foreign  companies. 

• BGS  does  not  maintain  any  branch  offices  at  this  time.  Products  are  primarily 
marketed  by  telephone  from  BGS  headquarters,  enabling  the  company  to 
maintain  a low  cost  of  sales. 

• Affiliates  are  located  in  the  U.K.,  Italy,  the  Benelux  countries,  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BGS  Systems  maintains  one  IPL  Model  4443  running  under  MVS  and  VM  at  its 
Waltham  headquarters. 
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May  1998 

Baan  Company- 
Baan  Services  Providers 

Contact  Information  for  Baan  Services  in  North  America 
Baan  Company 


Regional  Headquarters 
11911  Freedom  Drive,  Suite  300 
Reston,  VA  20190 
USA 

Phone:  1-703-471-8785 

Fax:  1-703-471-8786 

Internet:  www.baan.com 

VP  Education,  Americas: 

Luc  Lambert 

11911  Freedom  Drive,  Suite  300 

Reston,  VA  20190 

USA 

Phone:  1-703-471-8785 

Fax:  1-703-471-8786 

VP  Customer  Accounts  Consulting: 

Ian  Thurbon 

1001  Bayhill  Drive,  #300 
San  Bruno,  CA  94066 
USA 

Phone:  1-650-829-1600 

Fax:  1-650-829-1696 

VP  Support,  Americas: 

Dave  Hare 

6000  28th  Street  SE 
Grand  Rapids,  Ml  49546 
USA 

Phone:  1-616-942-7771 

Fax:  1-616-942-1887 

VP  Consulting,  Canada: 

Susan  Heystee 

2560  Matheson  Blvd.  E,  Suite  500 
Mississauga,  Ontario,  Canada  L4W  4Y9 
Phone:  1-905-602-7344 

Fax:  1-905-602-9476 

The  following  profile  outlines  the  services  and 
support  offered  by  Baan  Company  for  Baan  Services. 

The  following  Baan  Company  Services  Providers  are  profiled  in  this  guide:  Baan  Consulting 
Firm,  Baan  Education  and,  Baan  Global  Support. 
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Company  Background 

Founded  in  1978,  the  Baan  Company  has  a presence  in  nearly  60  countries.  In  the  USA 
Baan  has  offices  in  Washington,  California,  Texas,  Michigan,  Wisconsin,  Minnesota, 

Illinois,  Ohio,  Pennsylvania,  Virginia,  Georgia,  and  Florida.  In  addition,  they  have  several 
offices  in  South  America,  including  Brazil,  Mexico  and  Argentina.  In  Canada,  Baan 
Company  has  offices  in  Alberta,  Quebec  and  Ontario.  Baan  has  dual  headquarters  in 
Putten,  The  Netherlands  and  in  Reston,  Virginia,  in  the  United  States. 

Baan  is  a publicly  owned  company  (NASDAQ:  BAANF;  ASE:  BAAN)  with  worldwide 
revenues  of  $227  million  in  1995,  $416  million  in  1996  and  $684  million  in  1997.  Baan 
services  revenues  for  the  corresponding  periods  were  $84  million,  $164  million  and  $245 
million.  Baan’s  North  American  revenues  were  $73  million,  $166  million  and  $289  million 
for  1995,  1996  and  1997  respectively,  with  services  revenues  in  North  America  of  $27 
million,  $71  million  and  $115  million  for  the  same  periods. 

The  Baan  Company  is  one  of  the  world’s  leading  providers  of  scalable  enterprise  business 
solutions,  with  more  than  2,800  customer  systems  implemented  in  4,800  sites  worldwide. 
Baan  delivers  a comprehensive  and  flexible  suite  of  enterprise  business  applications  that 
address  the  complete  value  chain,  from  Enterprise  Resource  Planning  (ERP)  and  supply 
chain  management,  to  customer  interaction  software  from  its  subsidiary,  Aurum  Software. 
Baan  Series  offers  scalability  by  having  best-of-class  components  support  the  entire  value 
chain;  flexibility  with  product  architecture  that  meets  d5mamic  business  demands;  and 
evergreen  delivery,  reducing  complexity  and  speeding  ROI.  Evergreen  delivery  ensures  that 
customers  can  implement  new  component  releases  leveraging  ongoing  innovation. 

At  the  core  of  The  Baan  Company  activities  is  a continuous  focus  on  reducing  software 
complexity  and  increasing  customer  value.  Baan  makes  this  possible  with  its  open 
architecture — which  allows  customers  to  migrate  to  new  technologies  and  product  releases 
at  their  own  pace — and  through  its  unique  DEMs*=  (Dynamic  Enterprise  Management: 
Strategy  Execution),  the  successor  to  DEM,  an  approach  that  puts  business  requirements 
at  the  heart  of  the  implementation  process. 

The  DEM®*^  architecture  is  the  buffer  between  a business  and  the  changes  in  underlying 
Information  Technology.  The  actual  components  used  to  execute  the  strategies  (the 
programs  or  sessions  that  are  linked  to  the  Process  Models)  can  be  changed  as  new 
components  are  released,  allowing  the  enterprise  to  leverage  the  ongoing  innovation  from 
the  Baan  Series  while  minimizing  the  impact  on  the  business.  The  models  also  provide  a 
powerful  means  of  bundling  and  packaging  solutions  within  the  Baan  Series  strategy. 

These  packages  incorporate  Baan  ERP,  affiliate,  and  partner  offerings  with  Best  Practice 
Models  that  can  be  implemented  generically,  or  easily  and  quickly  tailored  to  meet  the 
unique  needs  of  a given  situation.  Thus,  DEM®®  is  a key — and  still  unique — element  in  the 
Baan  offering,  and  delivers  on  the  needs  for  speed,  flexibility,  and  simplicity  that  Baan’s 
markets  require. 
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Baan  Consulting 

As  the  consulting  organization  within  the  Baan  Company,  Baan  Consulting  focuses 
exclusively  on  the  successful  implementation  of  the  Baan  solution.  Aligned  with  the  Baan 
Company  objective  of  reducing  complexity,  the  Baan  Consulting  approach  reflects 
continuous  innovation  to  guarantee  the  success  of  a client’s  Baan  implementation. 

The  phrase  “Change  is  the  only  constant”  is  well  known.  In  today’s  d5mamic  business 
environment,  clients  might  be  launching  a new  product,  acquiring  a business, 
reengineering  processes,  or  adding  a new  site  to  meet  demand.  Baan  Consulting  provides 
them  with  implementation  know  how  and  expert  advice  to  assure  the  achievement  of  their 
“live-date”  and  the  ongoing  adaptability  of  their  Baan  solution  so  that  they  can  continue  to 
guarantee  the  same  high  level  of  service  to  their  customers. 

During  a Baan  implementation  and  beyond,  Baan  Consulting  is  committed  to  reducing 
dependency  on  consulting  resources  and  therefore  lowering  the  total  cost  of  ownership  of  a 
Baan  solution.  Without  Baan  Consulting’s  proactive  knowledge-sharing  model,  reliance 
upon  consulting  can  extend  far  beyond  the  end  of  an  implementation.  The  Baan  Consulting 
model  is  based  upon  knowledge  transfer  and  continuous  coaching  to  create  a cadre  of  the 
client’s  own  Baan  experts  who  are  capable  of  adapting  to  changing  business  needs  without 
the  cost  of  external  on-site  consulting.  But  even  after  a client  “flips  the  switch”,  their  team 
still  has  the  comfort  of  knowing  that  Baan  Consulting  experience  is  only  a keystroke  or 
phone  call  away  through  the  Internet-based  Baan  Cyber  Consult  service.  With  the  Cyber 
Consult  service,  there  is  immediate  “just  in  case”  access  to  top-notch  manufacturing, 
finance,  distribution  and  technical  resources  - without  putting  anyone  on  a plane. 

Baan  Global  Support 

The  mission  of  Baan  Customer  Initiatives  is  to  increase  customer  satisfaction  by  fostering 
long-term  relationships  with  their  customers.  Customer  Initiatives  will  ensure  the  release 
of  a “complete  product”,  offer  continuous,  robust  support  and  services,  and  provide  Baan 
customers  wit  an  easy  migration  to  subsequent  product  releases.  In  addition,  the  Customer 
Accounts  Initiative  focuses  on  developing  customer-for-life  relationships  and  providing 
optimization  and  migration  capabilities  to  fully  realize  the  potential  of  the  Baan  solution 
set. 

As  part  of  the  Customer  Initiatives,  Baan  Global  Support  provides  proactive  and 
comprehensive  product  support  and  services  to  their  customers,  for  all  Baan  products. 

Baan  Global  Support  customers  also  include  Baan  partner  and  alliance  organizations  and 
Baan  field  staff. 

The  mission  of  Baan  Global  Support  is  to  maximize  customer  satisfaction  by: 

• Understanding  the  customer’s  business  environment  and  service  requirements 

• Providing  a portfolio  of  pro-active,  responsive  and  professional  support  services 
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• Fostering  customer  independence  and  self  sufficiency 

• Partnering  with  customers  to  maximize  their  return  investments  in  Baan  products 
and  solutions 

• Enabling  customers  to  benefit  from  the  ongoing  Baan  innovation  and  gain  maximum 
business  leverage  from  Baan  technology. 

Baan  Activities 

Baan  entered  the  North  American  Baan  services  market  in  1993 

Employees 

Worldwide,  Baan  has  more  than  4,250  employees.  Nearly  1,550  employees  provide  services 
of  which  350  provide  support.  About  1,341  employees  are  devoted  to  Research  and 
Development.  In  North  America,  Baan  has  approximately  970  staff  members  (not  including 
R&D,  Support,  or  Corporate). 

Target  Enterprise:  The  Baan  Implementation  Approach 

Rapid,  predictable,  joint,  comprehensive  and  low  risk  characterize  the  Baan  Target 
Enterprise  Implementation  methodology.  Target  Enterprise  is  the  Baan  methodology 
covering  a Baan  implementation  from  software  selection  through  to  optimization.  Baan 
Consulting  has  been  utilizing  this  methodology  successfully  on  customer  projects  for  over 
ten  years,  enhancing  it  continuously  to  leverage  advances  in  the  Baan  software  and  new 
project  techniques. 

Principles  underlying  the  Target  Enterprise  approach  are  rapid  business  simulation, 
knowledge  transfer  to  the  customer,  dynamic  enterprise  modeling,  and  goal  directed  project 
management.  Encompassing  these  principles.  Target  Enterprise  can  be  configured  to  meet 
customer’s  needs  for  their  Baan  implementation.  As  the  Baan  methodology  for 
implementing  the  Baan  solution.  Target  Enterprise  provides  the  common  implementation 
framework  for  global  implementation  projects.  Target  Enterprise  is  constantly  revised  to 
reflect  new  methods,  tools,  and  software  capabilities.  Advanced  modules  within  Target 
Enterprise  include  DEM®®  compact  implementation  approaches,  multi-site  project  model, 
project  plan  configuration,  and  customer  competence  center. 

With  Baan  customers  participating  in  high  growth  and  rapidly  changing  markets,  Baan 
Consulting  is  committed  to  ongoing  innovation  to  continuously  enhance  the  Baan 
implementation  methodology.  The  Baan  Cyber  Consult  service,  their  new  Internet-based 
consulting  service,  is  just  one  example  of  new  advances  with  Baan  Consulting.  With  Baan 
Cyber  Consult  the  client  can  have  immediate  “just  in  case”  access  to  top-notch 
manufacturing,  finance,  distribution  and  technical  resources  - without  putting  anyone  on  a 
plane. 
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Baan  Education 

Baan  customers  care  about  two  key  areas:  decreasing  the  time  to  competency  for 
implementors  and  users  of  Baan  software  solutions,  and  then  increasing  the  performance  of 
employees  who  will  use  the  new  applications.  Baan  Education’s  curriculum  and 
instructional  approach  focuses  on  providing  solutions  that  address  these  two  key  objectives. 
With  educational  services  and  products  available  in  20  countries  and  several  languages, 
Baan  Education  provides  high  quality,  consistent  curriculum  and  instructors  wherever 
their  customers  are  located. 

Baan  Education  has  aggressive  plans  for  expansion  in  1998.  They  recognize  that 
technology  improvements  will  make  it  possible  to  address  their  customers’  vision  for 
“anytime,  anywhere”  instruction.  This  year  they  will  supplement  their  extensive 
educational  catalog  with  new  capabilities.  These  new  knowledge  products  will  be 
complimentary  to  their  instructor-led  training  experiences  and  ever-growing  catalog  of 
computer-based  training  titles. 

Baan  shares  a common  goal  with  all  their  global  partners  as  they  work  with  Baan 
customers — to  be  preferred  providers  of  a whole  solution  that  includes  knowledge  products 
and  services  and  implementation  services  that  increase  their  customers’  employee 
performance  and  decrease  time  to  competency,  ensuring  an  excellent  return  on  investment 
in  the  Baan  Company  products. 

Baan  Education  offers  unique  value  with  process-based  curriculum,  global  alliance 
programs,  certification,  and  accreditation. 

Process-Based  Curriculum 

The  Baan  Education  curriculum  is  a process-based  set  of  courses,  in  contrast  to  a 
functionality-based  curriculum  that  focuses  only  on  specific  features  within  the  product  and 
does  not  take  into  consideration  the  context  or  process  within  which  the  functionality  is 
used.  Baan’s  process-based  curriculum  takes  students  through  the  business  processes 
within  their  manufacturing,  sales/distribution,  financial,  supply  chain,  and  technical 
environments.  This  approach  ensures  results  in  a shorter  time  period. 

Baan  Education  Alliance  Program 

Baan  works  with  partners  to  provide  customers  with  cost-effective,  quality  education  that  is 
convenient  for  the  customer.  The  Education  Alliance  Program  has  two  levels  of 
membership:  Branded  Logo  Authorized  Partner,  and  Authorized  Education  Provider. 
Subcontracting  arrangements  are  also  available. 

Ongoing  Support  Offerings 

The  mission  of  Baan  Customer  Initiatives  is  to  increase  customer  satisfaction  by  fostering 
long-term  relationships  with  their  customers.  Customer  Initiatives  will  ensure  the  release 
of  a “complete  product”,  offer  continuous,  robust  support  and  services,  and  provide  Baan 
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customers  with  an  easy  migration  to  subsequent  product  releases.  In  addition,  the 
Customer  Accounts  Initiative  focuses  on  developing  customer-for-life  relationships  and 
providing  optimization  and  migration  capabilities  to  fully  realize  the  potential  of  the  Baan 
solution  set. 

As  part  of  Customer  Initiatives,  Baan  Global  Support  provides  proactive  and 
comprehensive  product  support  and  services  to  their  customers,  for  all  Baan  products. 

Baan  Global  Support  customers  also  include  Baan  partner  and  alliance  organizations  and 
Baan  field  staff. 

The  mission  of  Baan  Global  Support  is  to  maximize  customer  satisfaction  by: 

• Understanding  the  customer’s  business  environment  and  service  requirements 

• Providing  a portfolio  of  pro-active,  responsive  and  professional  support  services 

• Fostering  customer  independence  and  self  sufficiency 

• Partnering  with  customers  to  maximize  their  return  on  investment  in  Baan  products 
and  solutions 

• Enabling  customers  to  benefit  from  the  ongoing  Baan  innovation  and  gain  maximum 
business  leverage  from  Baan  technology. 

All  customers  of  Baan  products  are  required  to  purchase  product  support  and  maintenance 
for  the  first  year.  Baan  supports  customers  across  North  and  South  America  through  its 
Baan  Global  Support  Centers  in  Grand  Rapids,  Michigan,  Sao  Paulo,  Brazil,  and  Mexico 
City,  Mexico,  as  well  as  by  the  network  of  Support  and  Sustaining  Engineering  locations 
throughout  the  world.  Baan  has  invested  substantially  to  develop  a world-class  support 
capability  which  is  flexible  and  responsive  to  the  varying  needs  of  its  diverse  customer  base. 
Baan  Global  Support  is  committed  to  continuous  improvement  and  expansion  in  the 
services  and  facilities  available  to  their  customers  and  partners. 

The  Baan  Support  Centers  are  staffed  with  technical  analysts  and  engineers  (whose 
knowledge  base  and  expertise  spans  the  entire  Baan  product  line)  and  a vast  array  of  user 
and  technology  environments. 

Baan  Global  Support  provides  the  kind  of  comprehensive  support  required  by  large 
enterprises,  or  by  smaller-sized  companies  that  rely  on  their  Baan  solution  as  a mission- 
critical  business  system.  It  includes: 

• Telephone  support  is  available  to  Baan  customers  through  toll-free  800  number 
access  during  standard  business  hours. 

• Critical  Incident  Support  for  high-priority  issues  that  cannot  wait,  and  for  which 
there  is  no  workaround  available.  Twenty-four  hours  a day  Critical  Incident 
Support  addresses  technical  issues  that  create  business  standstills  or  serious 
disruption  of  a major  business  function 
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• Baan  Interactive  Web-enabled  Support  is  available  to  customers  around  the  clock, 
seven  days  a week.  From  the  Web  site,  companies  can  check  on  the  status  of 
outstanding  issues,  find  out  about  the  latest  tips  and  tricks,  and  consult  the  Baan 
knowledge  base  to  find  useful,  practical  information 

• A Subscription  to  Innovation  is  also  part  of  the  Baan  Support  contract.  In  this  way, 
companies  always  have  access  to  the  latest  enhancements  available,  including  all 
versions,  releases,  updates  and  patches  for  Baan’s  existing  enterprise  business 
software. 

Pricing  Approaches 

The  majority  of  Baan  implementations  are  performed  on  a time  and  materials  basis.  This 
is  a philosophical  decision  based  on  Baan’s  experiences  of  witnessing  effective  knowledge 
transfer  during  implementations.  They  believe  that  ownership,  and  therefor  knowledge, 
will  not  transfer  as  effectively  if  fixed  delivery  scenarios  are  utilized.  All  implementations 
are  performed  on  a teaming  basis  with  their  customers.  The  project  is  tightly  controlled 
and  managed  to  achieve  the  business  objectives. 

Support  Pricing 

Generally,  Baan  Support  pricing  is  offered  per  user  per  year.  Reduced  rate  pricing  may 
apply  once  the  customer  has  demonstrated  an  adequate  level  of  internal  competencies. 

Alliances  and  Partnerships 

Baan  works  closely  with  a number  of  technology  and  system  integration  alliances. 

Vertical  Market  Competencies 

Baan  Company,  including  Baan  Consulting,  focuses  on  the  automotive,  aerospace  and 
defense  (A&D),  project  industries  (including  heavy  equipment),  process,  hybrid 
manufacturing  and  electronics  vertical  markets. 

Exhibit  1 details  Baan’s  participation  in  seven  broad  market  categories,  in  terms  of  the 
level  of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will 
then  perform  the  implementation,  or  implementing  the  Baan  system  for  the  client). 

Exhibit  1 


Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

Implementation 

Aerospace  & Defense 

High 

High 

Automotive 

High 

High 

Process  Industries 

High 

High 

Hybrid 

High 

High 

Project  Industries 

High 

High 

Electronics 

High 

High 

General  Manufacturing 

High 

High 

Source:  Baan 
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Strategic  Positioning 

Baan  delivers  a comprehensive  and  flexible  suite  of  enterprise  business  applications  that 
address  the  complete  value  chain,  from  Enterprise  Resource  Planning  (ERP)  and  supply 
chain  management,  to  customer  interaction  software  from  its  subsidiary,  Aurum  Software. 
At  the  core  of  The  Baan  Company  is  a continuous  effort  to  reduce  software  complexity  and 
increase  customer  value.  Baan  makes  this  possible  with  its  open  architecture — which 
allows  customers  to  migrate  to  new  technologies  and  product  releases  at  their  own  pace — 
and  through  its  unique  dynamic  enterprise  modeling  (DEM®®)  approach  that  puts  business 
requirements  at  the  heart  of  the  implementation  process. 

Baan  Consulting 

In  1998  Baan  Consulting  Firm  will  continue  to  operate  consulting  as  a business,  with  local 
organizations  as  part  of  a region,  but  linked  globally  to  ensure  consistency  and  quality  of 
the  services  provided.  Baan  Consulting  will  manage  the  delivery  of  implementation 
services  to  customers  and  partners  for  Enterprise  Resource  Planning  (ERP),  Customer 
Interaction  Software  (CIS)  & Supply  Chain  management  software.  In  addition,  they  will 
interact  with  the  Consulting  Alliance  Partner  community  in  a “one  team”  approach, 
promoting  growth  of  the  total  web.  Baan  Consulting  will  promote  and  utilize  the  DEM®® 
(Dynamic  Enterprise  Modeling:  Strategy  Execution)  concept  for  continuous  business 
improvement  and  will  continue  to  develop  and  support  consistent  tools,  techniques  and 
infrastructure  required  for  implementation,  such  as  the  Target  Enterprise  methodology,  the 
Consulting  Workbench  and  Cyber  Consult. 

Baan  Consulting  Strength 

Premiere  Baan  application  knowledge,  the  Target  Enterprise  methodology,  the  Enterprise 
Modeler  and  Reference  Models  are  the  crown  jewels  of  Baan  Consulting.  Services  offered 
cover  the  entire  implementation  life  cycle.  Project  Planning,  Package  Related  Process 
Redesign,  Project  Management,  Technical  Consulting,  Application  Consulting,  and  user 
training  are  provided  by  one  organization.  That  means  consistent  quality,  whether  the 
project  is  global,  international  or  national. 

Furthermore,  the  close  relationship  between  Baan  Consulting  and  Baan’s  Development  and 
Support  groups  is  highly  beneficial  to  the  customer.  Baan  consultants  know  the  product  in 
depth  and  can  bring  real  added  value  to  the  customer  during  the  implementation  and  in 
ongoing  support.  Baan  Consulting  is  able  to  take  a total  view  of  the  customer’s  overall 
business  solution,  working  with  Consulting  Alliance  Partners,  Baan  Development,  Baan 
Support  and  the  overall  Baan  Web.  Their  goal  is  to  shorten  implementation  timescales,  to 
manage  and  control  projects  through  a proven  methodology  and  toolset,  to  leverage 
implementation  and  business  experience,  and  to  help  the  customer  build  competence  by 
transferring  knowledge  (including  the  use  of  suitable  education  programs). 

Major  Initiatives  in  1998 

In  1998,  Baan  Consulting  will  continue  to  focus  on  the  development  of  global  customer 
programs.  This  will  include  a close  partnership  with  Baan  Investment  companies  for  the 
development  of  innovative  services  and  tools.  As  an  example,  they  will  work  with  Baan 
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Business  Associates  (BBA)  to  develop  improved  tools  and  services  for  migration.  The  focus 
on  working  closely  together  with  Consulting  and  Business  Alliance  Partners  in  order  to 
provide  seamless  delivery  of  rapid  and  high  quality  implementations  to  all  customers  will 
continue  to  be  of  great  importance.  Both  regional  and  local  Partner  Management  will  help 
the  development  of  the  partners’  implementation  capabilities  and  ensure  the  quality  and 
speed  of  the  implementation.  Baan  Consulting,  together  with  its  Partners,  is  able  to 
provide  the  whole  scope  of  required  services  for  the  Baan  Enterprise  Application  Software 
that  is  offered  by  Baan,  both  today  and  in  the  future. 

Baan  Cyber  Consult 

Baan  Consulting  has  recently  introduced  a new  service  called  Baan  Cyber  Consult  (BCC). 
This  Internet-based,  pay-per-use  service  allows  customers  to  immediately  engage  an 
experienced  Baan  consultant  without  scheduling  delays  and  travel  costs.  Customers  can 
communicate  in  real  time  via  the  BCC  chat  line,  telephone  or  by  “application  sharing”. 
Requests  may  also  be  “dropped  ofT  if  real  time  assistance  is  not  required  or  available. 

Baan  Cyber  Consult  is  part  of  Baan  Consulting’s  Cyber  Commerce  initiative.  Customers 
have  the  opportunity  to  buy  premium  Baan  consultation,  product  knowledge, 
implementation  tools  and  optimization  tools  via  the  Internet.  This  fits  the  vision  of  an 
Interactive  Cyber  Business  Center  focused  on  promoting  spontaneous,  highly  productive 
interactions  among  a skilled  user  base,  separated  in  time,  geography  and  enterprise 
boundaries. 

Customer  Accounts  Consulting 

Customer  Accounts  Consulting  is  a focused  business  unit  that  provides  consulting  services 
to  Baan’s  established  client  base.  They  are  an  Americas  organization  that  offers  a suite  of 
services  focused  on  continued  customer  satisfaction  and  ensuring  that  Baan  customers  are 
“Customers  for  Life.”  Baan  provides  its  rapidly  growing  client  base  with  consulting  support 
which  will  enable  them  to  keep  up  with  current,  mainstream  product  developments  and 
leverage  highly  quahfied  and  experienced  Baan  personnel  to  help  maintain  the  process  of 
continuous  improvement.  By  leveraging  all  elements  of  the  Baan  organization  and  the 
Baan  Web,  Baan  will  provide  the  deepest  content,  the  latest  tools  and  methodologies,  and 
access  to  the  global  Baan  resource  pool.  Baan’s  primary  offerings  are: 

• High  content  optimization  and  migration  services  aimed  at  ensuring  that  continued 
benefits  are  realized  from  the  Baan  solution  and  that  transition  to  Baan  Series,  and 
Beyond  ERP,  is  an  easily  achieved  reality 

• An  Independent  implementation  review  service  intended  to  establish  continuity  of 
delivery.  Designed  to  be  complimentary  to  the  client’s  main  stream  implementation 
activities,  Baan  offers  a package  of  reviews  and  evaluations  at  key  points  throughout 
the  implementation,  targeted  at  identifying  potential  implementation  oversights  or 
pitfalls 

• Availability  and  access  to  highly  skilled  Baan  resources  in  the  areas  of 
project/program  management,  product  consulting  and  technical  implementation,  to 
help  satisfy  the  client’s  unplanned  consulting  requirements. 
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Selected  Customer  Projects 

Globally  there  are  more  than  2,800  Baan  customers  with  implementations  at  more  than 
4,800  sites.  Of  this  total,  Baan  has  more  than  200  customers  and  450  sites  in  the  USA,  and 
more  than  60  customers  and  100  sites  in  Canada. 

Baan  Customers 

Exhibit  2 offers  a snapshot  of  just  a few  Baan  customers.  To  gain  more  information  about 
the  identities  of  Baan’s  customers  or  to  learn  more  about  a specific  Baan  customer,  contact 
Baan  Company. 

Exhibit  2 

Baan  References 


Customer  Name  : 

Customer  Name 

ABB 

Hitachi 

Bausch  & Lomb  Surgical 

Karona 

Bell  Packaging 

Komatsu 

BICC 

Marconi 

Boeing 

Mercedes 

CFM  Majestic  Inc. 

New  Holland 

CommScope 

NMA  America 

De  Ster 

Northern  Telecom 

Digi 

Papercon 

Echlin 

Phillips 

Enrich 

Pilot  Industries 

Exhibit  Group 

Ritz  Instruments 

EXP02000 

Snap-on 

Fanuc  Robotics 

Valmet 

Ford  Power 

Western  Ind. 

Global  Tech 

Wetheril 

Source:  Baan 
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Baan  Company  N.V. 


Managing  Director, 

Chairman  & CEO:  Jan  Baan 

Vice  Chairman:  J.G.  Paul  Baan 

Headquarters: 

4600  Bohannon  Drive 
Menlo  Park,  CA  94025 
Phone:  (415)462-4949 

Fax:  (415)462-4951 

Zonneoordlaan  17 
6710  BG  Ede,  The  Netherlands 
Phone:  (31)8380-58888 

Fax:  (31)  8380-51544 


Status:  Public 

Employees:  1,054(3/95) 

Revenue:  $122,924,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Baan  Company  N.V.  developed  and 
markets  the  TRITON  family  of  open 
systems,  client/server  based  enterprise 
resource  planning  (ERP)  software. 


• Over  the  past  several  years,  Baan  has 
significantly  expanded  its  sales  and  service 
presence  in  North  America,  Latin  America 
and  certain  European  and  Far  Eastern 
markets.  Revenue  generated  outside  The 
Netherlands  has  grown  from  30%  of  total 
revenue  in  1993  to  59%  of  total  revenue  in 
1994. 

• During  1994,  Baan  changed  its  U.S.  senior 
management  team,  reorganized  its  U.S. 
operations  and  established  a second 
headquarters  facdity  in  Menlo  Park  (CA). 
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Amal  Johnson,  a former  president  of  ASK 
Computer  Systems,  has  been  appointed 
president  of  Baan  USA  and  Vice  President, 
Americas  Operations. 

• During  1994,  Baan  estabHshed 
International  Service  Centers  in  the  U.S. 
and  India,  acquired  the  outstanding 
minority  interests  in  its  Canadian  and  U.K. 
distributors  and  Canadian  software 
developer  and  estabHshed  (directly  or 
through  acquisitions  of  distributors)  a total 
of  18  new  sales  and  services  offices  in  a 
total  of  10  countries. 

• In  May  1995,  Baan  made  an  initial  pubhc 
offering  of  6.4  milHon  shares  of  its  common 
stock. 

Company  Description 

Baan  is  a provider  of  open  systems, 
cHent/server-based  ERP  software  products 
targeted  to  organizations  focused  on  business 
process  reengineering. 

• Baan’s  flagship  product  Hne — TRITON — is 
designed  to  permit  rapid  implementation 
and  permits  the  enterprise-wide 
management  of  resources  and  the 
integration  of  sales  forecasting,  component 
procurement,  inventory  management, 
manufacturing  control,  project 
management,  distribution,  transportation, 
finance  and  other  functions  across  an 
organization. 

• Baan’s  products  are  currently  marketed  in 
47  countries.  To  date,  the  company  has 
sold  more  than  1,500  systems  to  more  than 
1,300  customers  worldwide. 

Baan  was  founded  in  1978  as  Baan  Holding 
N.V.  to  provide  financial  and  administrative 
consulting  services. 


• In  1981,  the  company  undertook  the 
objective  of  providing  broadly  appHcable, 
enterprise-wide  information  systems  that 
are  readily  adaptable  to  changing 
information  technologies. 

• Baan  began  shipping  its  first  information 
systems  in  The  Netherlands  in  1982  and 
since  that  time  has  introduced  several  new 
generations  of  products  and  expanded  its 
operations  to  encompass  most  major 
markets  around  the  world. 

In  May  1995,  Baan  announced  an  initial 
pubhc  offering  of  6.4  milHon  shares  of  its 
common  stock,  of  which  4.8  milHon  have  been 
offered  in  the  U.S.  and  1.6  milHon  outside  the 
U.S. 

• Of  the  shares  offered,  4 milHon  are  being 
offered  by  the  company  and  the  remaining 
2.4  milHon  by  seUing  shareholders. 

• Net  proceeds  to  the  company  from  the  sale 
are  estimated  at  $57.5  milHon. 

- Proceeds  wHl  be  used  for  working  capital 
and  other  general  corporate  purposes, 
including  continued  build-up  of  North 
American  operations,  greater  levels  of 
research  and  development,  a larger  direct 
sales  and  marketing  staff,  development  of 
new  distribution  and  resale  channels  and 
broader  customer  support  capabHities. 

- Approximately  $8  milHon  wfil  be  used  to 
acquire  the  remaining  minority  interest 
in  Baan’s  German  subsidiary. 

Organization  and  Structure 

Baan  operates  through  headquarters  in  Ede 
(The  Netherlands)  and  Menlo  Park  (CA). 

Baan  maintains  regional  offices  (to  support 
direct  sales,  offices,  distributors  and  strategic 
partners)  as  foUows; 
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• Europe,  the  Middle  East  and  Africa 
(EMEA) — ^Barneveld  (The  Netherlands) 

• Americas — ^Menlo  Park  (CA) 

• Asia/ Pacific  Region — Singapore 

Baan  has  direct  sales  offices  in  18 
countries — Argentina,  Austraha,  Austria, 
Brazil,  Canada,  Colombia,  France,  Germany, 
India,  Malaysia,  Mexico,  The  Netherlands, 
Singapore,  Sweden,  Switzerland,  Venezuela, 
the  U.K.  and  the  U.S. 

Baan  also  maintains  independent 
distributors  that  market  the  company’s 
products  and  provide  first-hne  support  in 
approximately  28  additional  countries. 

Baan’s  International  Services  Centers 
exchange  knowledge  with  and  provide 
support  and  maintenance  services  to  Baan’s 
customer  and  distributors.  Centers  are  in 
Barneveld  (The  Netherlands),  Grand  Rapids 
(MI)  and  Bombay  (India). 

Key  executives  are  hsted  below. 


Baan  Company 
Key  Executives 


Name 

Tifle 

Jan  Baan 

Founder,  Chairman  and  CEO 

J.G.  Paul  Baan 

Managing  Director,  Business 
Development  and  Vice  Chairman 

David  C.  Cairns 

Managing  Director,  Operations 
Chief  Financial  Officer 

W.E.  van  den  Brandt 

VP,  Product  Development 

Ernst  Jilderda 

VP,  EMEA  Operations 

Amal  M.  Johnson 

VP,  Americas  Operations 

M.  Rangaswami 

VP,  Worldwide  Marketing 

C.W.  Westerhuis 

VP,  Asia/Pacific  Operations 

Company  Strategy 

The  key  elements  of  Baan’s  strategy  are  as 

follows: 

• Facilitate  Business  Process  Reengineering — 
Baan  has  targeted  organizations  focused  on 
BPR  by  designing  its  software  solutions  to 
support  continuous  change  and  rapid 
implementation. 

• Expand  Global  Distribution  and  Support 
Capabilities — ^Baan’s  strategy  is  to  continue 
to  expand  its  global  infrastructure  in  order 
to  provide  sales  and  support  offices 
throughout  the  major  markets  of  the  world. 

• Leverage  Third  Party  Implementation 
Partners — ^Baan  has  developed  and  will 
continue  to  develop  and  rely  on  third  party 
implementation  providers  to  provide 
implementation  and  customization  services 
to  Baan’s  customers.  The  use  of  third 
parties  to  provide  these  services  allow  Baan 
to  focus  on  developing,  marketing, 
distributing  and  supporting  its  software. 

• Continually  Reinvent  its  Products — ^Baan 
has  adopted  a strategy  of  periodically 
reinventing  its  products  in  order  to 
maintain  a leading  edge  solution.  The 
second  and  third  generations  of  the 
TRITON  software  were  introduced  in  1991 
and  1994,  respectively. 

• Maintain  Baan  Company  Values — ^Baan  is 
committed  to  developing  and  sustaining 
long-term  relationships  with  its  customers, 
employees  and  implementation  providers. 
The  company  actively  fosters  a set  of  basic 
values  it  beHeves  support  this  goal, 
including: 

- The  recognition  of  teamwork  above 
individual  action 
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- The  expectation  of  honest,  open  and 
ethical  dealings  at  aU  times 

- The  maintenance  of  a high  level  of  respect 
for  customers,  business  partners  and 
employees  and  their  famihes. 

Financials 

Baan’s  1994  revenue  reached  $122.9  million, 
a 94%  increase  over  1993  revenue  of  $63.4 
million. 

• Although  the  company  has  experienced 
substantial  revenue  growth  over  the  last 
four  years,  profitabdity  has  varied  widely. 
Baan  was  not  profitable  in  1993  and  was 
only  shghtly  profitable  in  1994. 


• Baan  recorded  nonrecurring  operating 
expenses  of  $4.2  million  in  1994  associated 
with  legal  fees  and  provisions  taken  related 
to  htigation  with  Computer  Associates; 
severance  costs  associated  with  the 
reorganization  of  U.S.  operations; 
provisions  for  expected  costs  of  terminating 
certain  rights  held  by  a distributor  in  the 
southeastern  U.S.;  and  a charge  for  in- 
process  research  and  development  related 
to  Baan’s  interest  it  its  Canadian  software 
developer. 

• A five-year  financial  summary  follows: 


Baan  Company  N.V. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$122.9 

$63.4 

$46.8 

$35.2 

$33.8 

• Percent  change  from 

previous  year 

94% 

35% 

33% 

4% 

N/A 

Income  (loss)  before  taxes  and 

$4.3 

$(2.3) 

$9.7 

$2.1 

$(0.8) 

minority  interests 

(a) 

(a) 

• Percent  change  from 

previous  year 

287% 

(124%) 

362% 

363% 

N/A 

Net  income  (loss) 

$1.2 

$(2.1) 

$6.8 

$1.3 

$(1.2) 

• Percent  change  from 

previous  year 

157% 

(131%) 

423% 

208% 

N/A 

Earnings  (loss)  per  share 

$0.03 

$(0.06) 

$0.20 

$0.04 

$(0.03) 

• Percent  change  from 

previous  year 

150% 

(130%) 

400% 

233% 

N/A 

(a)  Includes  nonrecurring  operating  expenses  of  approximately  $4.2  million  in  1994  and  $1. 1 million  in  1993. 


Revenue  increases  were  primarily  due  to 
increased  license  revenues  and  associated 
maintenance  services. 

• License  revenues  increased  159%  in  1994 
due  to  an  increase  in  the  number  of 
software  hcenses  and  an  increase  in  the 


average  value  of  individual  licenses.  The 
growth  reflects  the  broader  market  trend 
toward  chent/server  computing,  acceptance 
of  the  company’s  TRITON  products  and 
expansion  of  the  company’s  operations, 
particularly  in  North  America. 
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• Results  for  1994  include  $14.8  miUion  in 
software  license  revenues  from  one  large 
customer  contract  (Boeing).  Absent  such 
contract,  Baan  would  not  have  been 
profitable  in  1994. 

• Maintenance  and  service  revenues 
increased  74%  in  1994  due  to  increased 
maintenance  services  to  a larger  installed 
base  of  customers. 

• Hardware  and  other  revenues  have 
dechned  as  a percent  of  revenue  and  are 
expected  to  continue  to  do  so  as  Baan 
continues  to  expand  in  international 
markets  in  which  customers  require  the 
sale  of  a complete  hardware  and  software 
installation  less  frequently  than  in  certain 
European  markets.  Baan  is  seeking  to  de- 
emphasize  the  resale  of  third  party 
hardware  on  an  OEM  basis. 

In  order  to  support  the  anticipated  growth  of 
Baan’s  business,  especially  in  the  North 
American  market,  Baan  is  incurring 
significant  costs  to  build  corporate 
infrastructure  ahead  of  anticipated  revenues. 
This  includes  developing  experienced 
resources,  through  both  internal  hiring  and 


establishing  relationships  with  third  party 
implementation  providers,  that  are  necessary 
to  support  customer  installations  and  provide 
other  customer  services. 

• General  and  administrative  expenses 
increased  213%  to  $10.1  miUion  in  1994, 
reflecting  Baan’s  investment  in 
international  infrastructure  to  support 
higher  levels  of  net  revenues. 

• Sales  and  marketing  expenses  rose  11%  to 
$41.8  mfilion  in  1994,  reflecting  the 
company’s  commitment  to  expansion  of  its 
international  sales  channels  (principal  in 
Germany,  the  U.K.  and  North  America). 

• Research  and  development  expenses  were 
approximately  $8  million  (6%  of  revenue)  in 
1994,  $4.9  million  (8%  of  revenue)  in  1993, 
and  $3.7  mOlion  (8%  of  revenue)  in  1992. 

Revenue  Analysis  by  Product /Service 
Approximately  49%  of  Baan’s  1994  revenue 
was  derived  from  software  licenses;  38%  from 
maintenance  support  services,  training  and 
consulting;  and  13%  from  hardware  and 
other.  A three-year  summary  of  source  of 
revenue  by  product/service  follows: 


Baan  Company  N.V. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$60.3 

49% 

$23.3 

37% 

$17.0 

36% 

Maintenance  and  support 

46.2 

38% 

26.5 

42% 

15.2 

33% 

Hardware  and  other 

16.4 

13% 

13.6 

21% 

14.6 

31% 

Total 

$122.9 

100% 

$63.4 

100% 

$46.8 

100% 
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Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1995  reached  $38.9  million,  a 125% 
increase  over  $17.3  million  for  the  same 
period  in  1994.  Net  income  was  $2.1  million, 
compared  to  net  losses  of  nearly  $3  milhon 
for  the  same  period  a year  ago. 

Market  Financials 

Baan  targets  its  products  primarily  to 
companies  in  the  discrete  manufacturing  and 
distribution  industries. 


Baan  Company  N.V. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S.  and  Canada 

$37.7 

31% 

$6.6 

10% 

— 

— 

Europe 

- The  Netherlands  (a) 

50.2 

41% 

44.6 

70% 

$46.8 

100% 

- Germany 

25.8 

21% 

9.9 

16% 

- 

— 

- Other  Europe 

2.6 

2% 

1.7 

3% 

- 

- 

Other  international 

6.6 

5%% 

0.6 

1% 

— 

— 

Total 

$122.9 

100% 

$63.4 

100% 

$46.8 

100% 

(a)  In  1993,  includes  export  sales  of  $8.7  million,  of  which  approximately  $1 .3  million  were  to  customers  in 
North  America  and  $4.7  million  to  customers  in  Europe.  In  1992,  includes  export  sales  of  $9.4  million,  of 
which  approximately  $4.6  million  were  to  customers  in  North  America  and  $2.9  million  to  customers  in 
Europe. 


Geographic  Markets 

Approximately  31%  of  Baan’s  1994  revenue 
was  derived  from  the  U.S.  and  Canada,  41% 
from  The  Netherlands,  and  the  remaining 
28%  from  other  international  sources. 

A three-year  summary  of  geographic  sources 
of  revenue,  as  provided  by  Baan,  follows: 


Acquisitions/Divestitures 

In  May  1995,  Baan  entered  into  an 
agreement  to  acquire  the  remaining  40% 
minority  interest  in  Baan  Deutschland 
GmbH  for  approximately  $8.3  miUion  in 
cash  and  common  stock.  Baan  Deutschland 
(formerly  SPACE  GmbH)  distributes 
Baan’s  products  in  Germany. 


In  October  1993,  October  1994  and 
December  1994,  Baan  purchased  78%,  16% 
and  the  remaining  6%,  respectively,  of 
AgUity  Business  Software  Ltd.  for 
approximately  $700,000.  AgUity  (now  Baan 
U.K.)  is  a British  company  that  distributes 
Baan’s  products  in  the  U.K. 
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In  December  1994,  Baan  purchased  the 
remaining  49%  minority  interest  in  Baan 
Canada  Inc.  for  approximately  $800,000  in 
Baan  common  stock. 

In  May  1995,  Baan  entered  into  an 
agreement  to  sell  all  its  outstanding  shares 
in  Baan  Process  Inc. — a Canadian  software 
development  subsidiary  of  Baan — ^to  the 
former  shareholders  of  Baan  Process  Inc. 

Employees 

As  of  December  31,  1994,  Baan  had  943 
fuU-time  employees  (compared  to  796 
employees  as  of  December  31,  1993  and  389 
employees  as  of  December  31,  1992).  The 
943  employees  are  segmented  as  follows: 


Sales  and  marketing 229 

Bdlable  services,  including 

product  support 388 

Research  and  development 196 

Finance  and  general 

administration 130 

943 


As  of  March  31,  1995,  Baan  had  1,054 
employees  worldwide. 

The  number  of  employees  in  North  America 
has  grown  from  168  as  of  December  31, 

1993  to  180  as  of  December  31,  1994  and 
225  as  of  March  31,  1995. 

Key  Products  and  Services 

The  TRITON  family  of  software  products 
has  been  designed  to  meet  the  enterprise- 
wide information  system  requirements  of 
multinational,  multisite  organizations, 
including  enterprises  that  need  to  support 
hybrid  manufacturing  environments.  The 
products  are  based  upon  the  following 
principles: 


• Open  systems,  cHent/server  architecture 

• Rapid  implementation 

• Broad,  robust  product  Hne 

• Flexibihty  and  scalabihty 

• Support  of  hybrid  production  processes 

The  TRITON  product  family  consists  of 
TRITON  Apphcations,  TRITON  OrgWare 
and  TRITON  Tools. 

• TRITON  Apphcations  consist  of  seven 
principal  apphcation  modules  that 
support  the  entire  business  process. 
These  apphcations  are  summarized  in 
Exhibit  A. 

• TRITON  OrgWare  is  a set  of  computer- 
based  training  software  tools  (TRITON 
Organizer),  standardized  services 
(TRITON  IT  Services)  and  methodologies 
(TRITON  Target)  that  Baan  has 
developed  to  assist  customers  and 
implementation  providers  in  configuring, 
reconfiguring  and  rapidly  implementing 
TRITON  apphcations  according  to  the 
user’s  unique  requirements. 

• TRITON  Tools  is  the  fourth  generation 
language  software  development  toolset 
used  by  Baan,  its  implementation 
providers  and  its  customers  to  develop 
and  modify  TRITON  apphcations. 

TRITON  operates  on  most  major 
chent/server  hardware  platforms,  UNIX 
operating  systems,  relational  database 
management  systems,  local-area  networks 
and  user  interfaces. 
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Exhibit  A 

TRiTON  Applications 


TRITON  Manufacturing 

TRITON  Finance 

TRITON  Service 

Accounting 

Accounts  Payable 

Contract  Administration 

Alternate  Units 

Accounts  Receivable 

Contract  History 

Budget  Calculations 

Activity  Based  Costing 

Contract  Terms 

Capacity  Requirements  Planning 

Cash  Management 

Installation  Control 

Cost  Accounting 

Consolidated  Statements 

Invoicing  and  Renewals 

Engineering  Change  Control 

Credit  Control 

Order  Control 

Engineering  Data  Management 
Master  Production  Scheduling 

Financial  Budgets 
Financial  Statements 

Order  Planning  and  History 

Master  Requirements  Planning 

Fixed  Assets 

TRITON  Transportation 

Network  Planning 

General  Ledger 

Distribution  Planning 

Product  Classification 

Inter-Company 

EDI  Order  Control 

Product  Configurator 
Product  Constraints 

Supplier  Payments 

Fleet  Management 
Fuel  Control 

Production  Bills  of  Material 

TRITON  Distribution 

Hours  and  Expense  Control 

Production  Order  Control 

Bill  of  Distribution 

Invoicing 

Production  Order  Planning 

Inbound/Outbound  Movements 

Order  Control 

Production  Order  Subcontracting 

Inventory  Locations 

Order  Planning 

Hours 

Location  Cycle  Counting 

Packing  Control 

Repetitive  Manufacturing 

Location  Stock  History 

Public  Warehousing 

Work  Centers 

Lot  Tracking 
Lots 

Rate  Control 

TRITON  Project 

Margin  Control 

TRITON  Enterprise 

Control 

Purchase  Contracts 

Benchmarking 

Definition/Requirements 

Purchase  Order  History 

Graphic  Presentation 

Estimating/Budgets 

Purchase  Orders 

Performance  Monitoring 

Invoicing 

Purchase  Receipts 

Trend  Analysis 

Planning 

Progress/Marketing 

Simulation 

Replenishment  Orders 
Sales  and  Marketing  Activity 
Sales  Contracts 
Sales  Orders 
Sales  Quotations 
Storage  Conditions 
Supplier  Reliability 
Warehouse  Analysis 
Warehouse  Cycle  Counting 

Warning  Indicators 
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Customer  Service  and  Support 
Baan’s  International  Service  Centers  (ISCs) 
in  Barneveld  (The  Netherlands),  Grand 
Rapids  (MI)  and  Bombay  (India)  exchange 
knowledge  with  and  provide  support  and 
maintenance  services  to  Baan’s  customers 
and  distributors. 

• The  three  centers  are  closely  connected 
and  have  a direct  hnk  to  Baan’s  Software 
Factory  and  OrgWare  Factory. 

• Products  developed  by  Baan’s  research 
and  development  teams  are  transferred  to 
the  ISCs  for  locahzation,  with  feedback 
provided  by  the  development  teams. 

• First-hne  customer  support  is  provided  by 
Baan’s  local  sales  operations,  as  weU  as 
by  distributors,  competency  centers 
estabhshed  within  the  organizations  of 
certain  large  customers  and,  to  a hmited 
extent,  by  the  ISCs. 

• Further  customer  support  is  provided  by 
the  ISCs. 

• The  Baan  Support  Line,  an  electronic 
communications  hnk  between  the 
customer  or  distributor  and  the  service 
center,  facihtates  the  exchange  of 
information  24  hours  per  day.  The  Baan 
Support  Line  provides  customer  with 
direct  access  to  the  ISC  database,  which 
contains  answers  to  a large  number  of 
frequently  asked  questions. 

• Baan’s  maintenance  support  services  are 
provided  for  an  annual  maintenance  fee 
equal  to  approximately  15%  of  the  current 
hst  price  of  the  hcensed  products. 

For  a fee,  Baan  offers  education  and 
training  to  its  customers’  IT  staff  and 
users,  as  weU  as  its  implementation 
providers. 


• Classes  are  offered  through  in-house 
facUities  at  Baan  offices  at  various 
locations,  as  weU  as  on-site  training 
services  at  customer  locations. 

• Baan  has  also  assisted  implementation 
providers  and  customers  in  developing 
internal  competency  centers  to  support 
their  TRITON  business  activity. 

Baan  provides  fee-based  consulting  services 
to  its  customers  directly  and  through  Baan- 
certified  implementation  and  consulting 
providers. 

Clients 

As  of  March  31,  1995,  Baan  had  more  than 
1,500  system  installations  with  more  than 
1,300  customers. 

Customers  with  the  largest  installations  of 
Baan’s  products  (having  a license  value  of 
$250,000  or  more)  are  fisted  in  Exhibit  B on 
the  following  page. 

Revenues  from  The  Boeing  Company 
accounted  for  $15.9  million  (13%  of 
revenue)  in  1994. 

Marketing  and  Sales 

Baan  sells  and  supports  its  products 
through  direct  and  indirect  sales  and 
support  organizations  in  47  countries, 
primarily  in  The  Netherlands,  the  U.S.  and 
Germany. 

• Baan  has  direct  sales  offices  in  18 
countries — Argentina,  Australia,  Austria, 
Brazil,  Canada,  Columbia,  France, 
Germany,  India,  Malaysia,  Mexico,  The 
Netherlands,  Singapore,  Sweden, 
Switzerland,  Venezuela,  the  U.K.  and  the 
U.S. 
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Exhibit  B 
Baan  Clients 


ADEC,  Inc. 

Asea  Brown  Boveri  Group 
Albert  Richter  GmbH  & Co.  KG 
AlliedSignal  Laminate  Systems 
AmeriData,  Inc. 

A.P.  Parts,  Inc. 

ARO  S.A. 

Barlows  Appliance  Company 
Becker  Falken  GmbH 
Best  Power  Technology,  Inc. 
The  Boeing  Company 
Brugg  Informatik  AG 
Code  Alarm  Security  Systems 
COEMSA  ANSALDO  S.A. 

The  Conair  Group 
Defy  Corporation 
Disque  America  Inc. 

Doctor  Optik  Wetzlar  GmbH 
DPI  Plastics 
DYKA  BV 

Dynapro  Systems  Inc. 

Eaton  Technologies,  Inc. 

ELCO 

Europe  Carton  AG 
Flexfab,  Inc. 

Friatec  AG 

Fujitsu-ICL  Systems,  Inc. 


Gebruder  Merten  GmbH  & Co.  KG 

GEC  Alsthom  Large  Systems  Ltd. 

The  General  Electric  Co.  Pic. 

GIATT  FNNH 

Group  Technologies 

Harris  Heidelberg 

W.  Hautau  GmbH 

Hazeltine  Corporation 

Hch  Kettelback  GmbH  & Co. 

Hughes  Aircraft  Company 

ICL  South  Africa 

Indresco  Mining  & Specialty 
Equipment  Division 

Industries  Villares  S.A.  Elevadores 
Industry  Pininfarina 
Inepar  S.A.  Electroelectronica 
Inversiones  de  Guatemala  S.A. 
Iskra  Emeco  A.G. 

Jeffrey  Indresco 

KHS  S.A.  Industrie  de  Maquinas 

KWO  Kabel  GmbH 

KWV 

Landis  & Gyr  Communication 
Lindenmann  Maschinenfabrik 
GmbH 

London  Electricity 
LVD  Company,  N.V. 


Metal  Leve  S.A.  Industrie  e 
Comercio 

MG  Industries 
Micromatic  TEXTRON,  Inc. 

Naval  Aircraft  Repair  Organisation 
NMC  Ken  more  S.A. 

Northern  Telecom  Limited 
Norton  Pampus  GmbH 
Philips  do  Brasil  Ltda 
Proner  Comatel 
Reumeuch  Group 

Scitec  Communication  Systems 
Ltd. 

Secheron  S.A. 

Sierra  Concepts 
Simplex  Time  Recorder  Co. 

SCL  S.A.  Industrie  e Comercio 
Snap-on  Incorporated 
Teknion  Furniture  Systems 
Teledyne  Specialty  Equipment 
Thijssen  Schweisstechnik  GmbH 
Thomas  & Betts  Engineering 
Vetsak 

Vin  & Spirit  A.B. 

Wire  Rope  Industries  Ltd. 

ZF  do  Brasil  S.A. 

ZIVI  S.A.  Cateleria 


• In  addition,  Baan  maintains  independent 
distributors  that  market  the  company’s 
products  and  provide  first-line  support  in 
approximately  29  additional  countries. 

• Baan  has  granted  non-exclusive, 
worldwide  distribution  licenses  to  certain 
distributors. 


Baan’s  strategy  is  to  continue  to  expand  its 
distribution  capabfiities  in  international 
markets. 

Over  the  past  several  years,  Baan  has 
acquired  a 100%  interest  in  its  distributors 
in  The  Netherlands,  England,  Canada, 

Germany,  Switzerland  and  Austria. 

a 
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Alliances 

Baan  has  developed  relationships  with 
various  providers  of  implementation  and 
customization  services,  including  the 
systems  consulting  groups  of  major  pubhc 
accounting  groups  and  systems  integrators. 


Challenges  include: 


• Successfully  anticipating  what 
enhancements,  new  features  and  new 
products  win  satisfy  the  market  beyond 


1997 


A partial  hsting  of  implementation 
providers  includes  KPMG  Peat  Marwick, 
CAP  GEMINI  and  Origin  International. 


• Controlling  quality  of  customer  support 
provided  through  the  numerous 
independent  distribution  channels  Baan 
has  contracted  with  outside  the  U.S. 


Competitors 

Baan’s  primary  competition  comes  from: 


• Continuing  to  control  the  historical 
volatility  in  its  financial  performance 


• Companies  offering  either  standard  or 
fully  customized  apphcations  for 
mainframes,  such  as  SAP  AG  and  D&B 
Software  Services 

• Companies  offering  apphcations  that  run 
on  AS/400  and  other  midrange  computers, 
including  System  Software  Associates, 

Marcam  and  J.D.  Edwards 

• Companies  offering  apphcations  that  run 
on  UNIX-based  systems  in  a chent/server 
environment,  such  as  SAP  and  Oracle 

Baan  also  faces  indirect  competition  from 
supphers  of  custom -developed  business 
apphcations  software  and  systems 
developed  by  internal  MIS  departments  of 
large  organizations. 

Assessment 

Baan’s  strengths  include: 

• An  enterprise-wide  product  hne  that  is  in 
tune  with  the  market  and  customer  needs 
for  the  next  two  to  three  years 

• A complete,  global  organization  with 
products  and  services  available 
worldwide 

• Recent  more  stable  financial  performance 

Baan  Company  N.V. 
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BACHMAN  Information  Systems,  Inc. 


President  & CEO:  Peter  J.  Boni 

8 New  Engiand  Executive  Park 
Burlington,  MA  01803 
Phone:  (617)273-9003 

Fax:  (617)229-9904 


Status:  Public 

Employees:  224  (2/96) 

Revenue:  $33,322,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• BACHMAN  Information  Systems,  Inc. 
(BACHMAN),  provides  database  design  and 
modeling  products  and  services  to 
enterprises  worldwide  for  the  development 
of  platform-independent,  business-critical 
applications. 

• In  December  1995,  BACHMAN  announced 
its  intent  to  merge  with  Cadre  Technologies 
Inc.,  establishing  a new  global  supplier  of 
modeling,  database  design  and  development 
solutions  for  commercial  and  technical 
markets.  The  merger  is  expected  to  be 
completed  in  March  1996. 


• During  the  fourth  quarter  of  fiscal  1995, 
BACHMAN  completed  the  transition  of  its 
product  set  to  the  Windows  environment. 
BACHMAN  feels  this  brings  the  strength  of 
its  mainframe  product  to  the  growing 
client/server  market. 

Company  Description 

BACHMAN  develops,  markets  and  supports 
an  integrated  line  of  software  development 
and  maintenance  business  information 
systems. 

• The  company  targets  its  products  to  Fortune 
1000  companies,  government  agencies  and 
organizations  worldwide  that  use 
workstations,  midrange  and  mainframe 
computers  and  relational  database 
management  systems  for  data-intensive 
applications. 
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• As  of  June  30,  1995,  BACHMAN  had 
licensed  more  than  12,000  copies  of  its 
products  to  more  than  1,000  customers 
worldwide  across  a variety  of  industries. 

BACHMAN  was  founded  in  1983  by  Charles 
Bachman  to  develop  and  market  computer- 
aided  software  engineering  (CASE)  products 
for  the  development  and  maintenance  of 
business  information  systems.  Prior  to  the 
introduction  of  its  first  products  in  the  fourth 
quarter  of  fiscal  1988,  BACHMAN’s  revenues 
were  derived  principally  from  consulting  and 
other  services. 

On  December  7,  1995  BACHMAN  and  the 
privately  held  Providence  (Rl)-based  Cadre 
Technologies  Inc.  announced  their  intent  to 
merge. 

• The  terms  of  the  agreement  call  for 
BACHMAN  to  issue  five  million  shares  of  its 
common  stock  in  exchange  for  all 
outstanding  shares  of  Cadre’s  capital  stock 
in  a pooling-of-interests  transaction. 

• Cadre  is  a object-oriented  analysis  and 
design  solutions  provider  with  more  than 
45,000  installations  worldwide.  Its  key 
products  include  ObjectTeam  for  OMT, 
Teamwork,  Teamwork  for  Ada, 
VantageTeam  and  Ensemble.  Cadre,  with 
approximately  250  employees,  had  revenue 
of  $40.0  million  for  fiscal  1995. 

• BACHMAN  provides  the  IS  channel  that 
Cadre  has  sought  and  Cadre  offers  the 
object-oriented  technology  and  market 
presence  that  BACHMAN  and  its  customers 
have  desired. 

• The  merged  company  plans  to  assume  a new 
name  to  reflect  its  corporate  mission  to  focus 
on  delivering  a suite  of  practical  solutions 
for  the  design  and  development  needs  of 
software  teams.  BACHMAN’s  president  and 


CEO,  Peter  J.  Boni,  will  serve  as  president 
and  CEO  of  the  new  Burlington  (MA)-based 
company. 

• The  core  competencies  of  this  new  company 
will  include  modeling,  database  design  and 
development,  objects  and  components,  all 
backed  by  global  services  and  support. 

Organization  and  Structure 

BACHMAN  is  currently  headquartered  in 
Burlington  (MA)  and  has  North  American 
regional  sales  offices  in  Atlanta,  Boston, 
Chicago,  Dallas,  Houston,  New  York,  Rockville 
(WA),  San  Francisco  and  Toronto  (Canada). 

International  subsidiaries  are  in  Toronto 
(Canada);  Paris  (France);  Wiesbaden 
(Germany);  Florence,  Milan,  Rome  and  Turin 
(Italy);  Singapore;  and  Bagshot  Surrey  (U.K.). 

The  company  also  has  numerous  distributors 
worldwide. 

Company  Strategy 

BACHMAN’s  long  term  goals  have  been  to 
make  the  transition  from  providing  tools 
focused  solely  on  mainframe  application 
development  to  supporting  customers’  needs 
for  a more  open  and  flexible  set  of  solutions 
aimed  at  the  growing  client/server  market.  Its 
plans  are  to  enhance  its  product  offerings 
through  development  efforts,  strategic 
alliances  and  acquisitions. 

In  fiscal  1993,  BACHMAN  implemented  a 
transition  plan  to  penetrate  the  client/server 
marketplace. 

• In  fiscal  1995,  BACHMAN  introduced 
modeling  solutions  for  the  Windows 
environment,  launched  Windows  and  UNIX 
products  for  database  design,  application 
development,  performance  engineering  and 
process  and  project  management. 
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• In  fiscal  1996,  the  company  is  focusing  on 
increasing  sales  to  new  and  existing 
customers,  pursuing  and  expanding 
alternate  channels,  complementary 
technology  partnerships,  and  strategic 
alliances,  while  enhancing  its  products. 

Financials 

BACHMAN’S  fiscal  1995  revenue  reached 
$33.3  million,  a 9%  decrease  from  fiscal  1994 
revenue  of  $36.5  million.  Net  losses  for  the 
year  were  $10.3  million,  compared  to  net 
losses  of  $11.5  million  in  fiscal  1994. 

• Fiscal  1995  results  include  charges  of  $2.0 
million  related  to  restructuring  efforts 
initiated  in  1994  to  streamline  operations 
and  better  align  expenses  with  revenue. 


• Fiscal  1994  results  include  a one-time 
charge  of  $1.7  million  for  purchased  research 
and  development. 

Product  development  expenses  before 
capitalization  of  software  development  costs 
were  $8.7  million  (26%  of  revenue)  in  fiscal 
1995,  $10.8  million  (30%  of  revenue)  in  fiscal 
1994  and  $7.3  million  (16%  of  revenue)  in 
fiscal  1993.  The  19%  decrease  in  expenses  in 
fiscal  1995  reflected  the  completion  of  the 
company’s  product  development  and  launch 
initiatives. 

A five-year  financial  summary  follows. 


BACHMAN  Information  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

• Percent  change  from 

$33.3 

$36.5 

$36.0 

$48.0 

$31.5 

previous  year 

(9%) 

1% 

(25%) 

52.3% 

133% 

Income  (loss)  before  taxes 

$(10.0) 

$(11.2) 

$(14.6) 

$3.3 

$2.9 

• Percent  change  from 

(a) 

(b) 

(c) 

previous  year 

11% 

23% 

(542%) 

14% 

(181%) 

Net  income  (loss) 

• Percent  change  from 

$(10.3) 

$(11.5) 

$(14.7) 

$2.8 

$2.4 

previous  year 

(30%) 

(24%) 

(625%) 

17% 

(167%) 

Earnings  (loss)  per  share 
• Percent  change  from 

$(1.12) 

$(1.30) 

$(1.81) 

$0.37 

$0.35 

previous  year 

14% 

(28%) 

(397%) 

67% 

(155%) 

(a)  Includes  restructuring  charges  of  $2.0  million. 

(b)  Includes  a one-time  charge  of  $1.7  million  for  purchased  research  and  development. 

(c)  Includes  restructuring  charges  of  $6.3  million. 
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Revenue  Analysis  by  Product ! Service 
Approximately  34%  of  BACHMAN’s  fiscal 
1995  revenue  was  derived  from  software 
licenses,  35%  from  associated  maintenance 
services  and  the  remaining  31%  from 
consulting  and  education  services. 

• BACHMAN’s  software  license  revenue  for 
fiscal  1995  was  $11.3  million,  a decrease  of 
29%  from  fiscal  1994  revenues  of  $15.8 
million.  This  decline  was  due  in  part  to 
decreases  in  revenue  of  $1.9  million  and  $2.1 
million  respectively  for  DB2/DBA  and 
Analyst  mainframe  products  worldwide. 

• BACHMAN’s  declining  mainframe-based 
revenue  in  fiscal  1995  was  partially  offset  by 
$1  million  in  increased  revenue  from 
Groundworks  and  Terrain,  two  of  the 
company’s  new  client/server  products. 

Maintenance  revenue  grew  $0.9  million  (25%) 
in  the  international  markets  in  fiscal  1995, 


BACHMAN  Information  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  Licenses 

$11.3 

34% 

$15.8 

43% 

$18.3 

51% 

Maintenance 

11.7 

35% 

11.7 

32% 

9.0 

25% 

Consulting  and  educational  services 

10.3 

31% 

9.0 

25% 

8.7 

24% 

Total 

$33.3 

100% 

$36.5 

100% 

$36.0 

100% 

resulting  from  increased  penetration  of  the 
markets  and  the  greater  proportion  of 
renewed  maintenance  contracts.  Maintenance 
revenue  declined  $0.9  million  (12%)  in  the 
U.S.  primarily  due  to  the  migration  to 
client/server  tools  and  fewer  renewed 
maintenance  contracts  on  mainframe-based 
tools. 

Total  consulting  and  education  revenue  in 
fiscal  1995  rose  $1.4  million  (15%)  due  to 
increased  training  and  consulting  services 
offered  to  customers  of  BACHMAN’s 
international  subsidiaries. 

Its  worldwide  recurring  revenue  stream  from 
services  and  support  for  all  products  grew  7% 
for  fiscal  1995. 

A three-year  source  of  revenue  summary 
follows: 


Interim  Results 

Total  revenue  for  six  months  ending  December 
31,  1995  rose  to  $17.0  million,  a 10%  increase 
over  $15.4  million  for  the  same  period  in  1994. 
Net  losses  were  $1.6  million,  compared  to  net 
losses  of  $8.8  million  for  the  same  period  a 
year  ago. 


• Software  license  revenues  increased  63% 
over  the  same  period  in  1994. 

• For  the  three  months  ending  December  31, 
1995,  BACHMAN’s  client/server  products 
accounted  for  55%  of  North  American 
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software  license  revenues  and  24%  of 
worldwide  software  license  revenue. 

Market  Financials 

BACHMAN’S  products  are  used  worldwide  by 
the  information  systems  departments  of  a 
range  of  business,  government  and  nonprofit 
organizations. 

BACHMAN  has  clients  in  the  financial 
services,  insurance,  telecommunications  and 
technology,  utilities  and  natural  resources, 
retail  and  consumer  products,  health  care, 
manufactiuing  and  engineering  industries  and 
government. 


BACHMAN  Information  Systems,  Inc. 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$14.7 

44% 

$17.7 

48% 

$21.6 

60% 

Italy 

9.5 

29% 

7.9 

22% 

5.3 

15% 

Other  international  (a) 

9.1 

27% 

10.9 

30% 

9.1 

25% 

Total 

$33.3 

100% 

$36.5 

1 00% 

$36.0 

100% 

(a)  Includes  export  sales  from  the  U.S.  of  $803,000,  $1.2  million  and  $1.8  million  in  fiscal  1995,  fiscal  1994 


and  fiscal  1993,  respectively. 


IBM  was  BACHMAN’S  single  largest  customer 
(as  a distributor,  system  integrator  and  user  of 
BACHMAN  software)  in  each  of  fiscal  1995, 

1994  and  1993. 

Geographic  Markets 

Approximately  44%  of  BACHMAN’s  fiscal 

1995  revenue  was  derived  from  the  U.S.,  29% 
from  Italy  and  27%  from  other  international 
sources. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Acquisitions 

In  November  1993,  BACHMAN  acquired 
Cooperative  Solutions,  Inc.  (CSI)  of  San  Jose 
(CA)  for  $2.2  million.  The  acquisition  included 
CSI’s  product  line  and  research  and 
development  efforts  in  the  Ellipse®  product. 

In  September  1993,  BACHMAN  acquired 
Chicago-based  WindTunnel  Software,  Inc.  in 
exchange  for  650,000  shares  of  common  stock 
valued  at  approximately  $2.5  million. 

Included  with  the  acquisition  was  the 
WindTunnel  performance  monitoring  tool. 


Employees 

As  of  June  30,  1995,  BACHMAN  had  249 
employees,  a 20%  reduction  in  staff  from  fiscal 
1994. 

The  company  currently  has  224  employees 
worldwide. 

Key  Products  and  Services 

BACHMAN’s  software  products  and  services 
assist  information  systems  specialists  in 
modeling  business  requirements,  designing 
and  reengineering  databases,  developing  and 
deplo3dng  applications,  work  group  support. 
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designing  for  performance,  managing  the 
application  development  process  and 
leveraging  legacy  systems. 

The  suite  of  products  and  services  provided  by 
BACHMAN  allow  customers  to  chose  from  the 
range  of  application  development  tools  on  the 
market  that  best  meet  their  needs. 

BACHMAN  offers  products  and  services  in 
each  of  the  following  solution  areas: 

Modeling  the  Business 

BACHMAN  offers  the  following 
Windows/OS/2-based  tools  used  to  model 
information  systems: 

• Groundworks,  released  in  May  1995,  is  a 
Windows-based  business  modeling  software 
product  that  integrates  data  modeling, 
process  modeling  and  object-oriented 
constructs  such  as  entity  methods  and 
attribute  derivations.  It  allows  teams  of 
analysts  to  work  on  subsets  of  a larger 
model  and  then  integrate  their  work. 

• BACHMAN/Analyst  is  a OS/2-based  tool 
that  integrates  process  and  data  models  to 
streamline  the  modeling  process. 

Designing  and  Reengineering  Databases 

BACHMAN  offers  Windows  and  OS/2-based 
tools  that  allow  design,  implementation  and 
maintenance  of  high-performance  relational 
databases. 

• Terrain,  introduced  October  1994,  is 
BACHMAN’s  family  of  Windows  database 
design  tools  that  provide  a scalable  database 
design  environment  for  business-critical 
client/server  databases. 

• TerrainMap  integrates  the  modeling  and 
database  design  capabilities  of  both 
Groundworks  and  Terrain. 


• BACHMAN/DBA  is  an  OS/2-based  tool  that, 
when  used  in  conjrmction  with 
BACHMAN/DDL  Generator,  allows  the 
design  of  relational  databases,  and  creation 
of  data  definitions  for  various  relational 
databases,  including  DB2,  DB2/6000, 
SYBASE  SQL  Server,  Microsoft  SQL  Server, 
ORACLE,  Ingres,  INFORMIX,  ADABAS  and 
the  OS/2  databases. 

Developing  and  Deploying  Applications 

BACHMAN  offers  several  products  to  be  used 

when  developing  applications  in  a client/server 

environment: 

• Ellipse®,  released  in  October  1994,  combines 
a visual  development  environment  with  a 
production  system  and  integrated  life  cycle 
management.  This  allows  organizations  to 
build  scaleable  mvdtiplatform  client/server 
applications. 

• BACHMAN/Generator  for  PowerBuilder  is  a 
Microsoft  Windows  productivity  tool  that 
enables  users  to  pull  information  about  data 
structures,  allowed  values  and  system 
processes  in  the  Powersoft  Corporation's 
PowerBuilder  environment. 

• Netron  Inc.’s  CAP/Link  provides  a link 
between  BACHMAN/GroundWorks  and 
Netron’s  multiplatform  COBOL  construction 
product,  NETRON/CAP. 

Work  Group  Products 

• BACHMAN/Reports  provides  more  than  100 
standard  Windows-based  reports  on 
BACHMAN  GroimdWorks  model 
information  and  Terrain  and 
BACHMAN/DBA  design  information. 

• BACHMAN/Shared  Work  Manager  is  a work 
group  modeling  product  that  enables  groups 
to  interact  by  sharing  models  and 
integrating  their  results. 
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Designing  for  Performance 

• BACHMANAVindTunnel,  released  in 
December  1994,  is  a Windows-based 
performance  modeling  and  prediction  tool  for 
mainframe  and  client/server  applications 
using  DBMSs  such  as  Sybase  SQL  Server 
and  IBM’s  DB2/VMS.  It  provides  a modeling 
method  for  designing  performance  into 
applications  before  they  are  operational, 
which  can  be  employed  to  pinpoint 
performance  sensitivities  as  early  as  the 
application  analysis  and  design  stages.  The 
newest  release  of  WindTunnel  provides 
support  for  Sybase  SQL  Server  applications. 

Managing  the  Process 

• Serveyor,  released  in  April  1995,  is  an 
integrated  process  management  workbench 
that  stores  system  development  life  cycle 
methods  and  techniques,  enabling  project 
managers  to  define  methods  and  techniques 
and  manage  development  workgroup 
activities.  Based  on  responses  of  a rule- 
based  questionnaire,  Serveyor  creates  a 
imique  project  methodology  which  contains 
only  the  set  of  tasks  required  to  do  the  job. 

Leveraging  Legacy  Systems 

• BACHMAN/Business  Rule  Capture  allows 
users  to  summarize  the  business  logic  and 
objects  in  legacy  systems,  and  use  that 
information  to  reengineer  applications  as 
they  migrate  from  traditional  host-based 
systems  to  distributed  systems.  It  shortens 
the  cycle  for  maintenance,  system 
integration  and  new  development. 

• BACHMAN/Analyst  Capture  products  allow 
the  reengineering  of  IMS  data  structures  to 
create  an  implementation-independent 
model  where  they  can  be  reused  in  new 
relational  database  structures. 

• BACHMAN/Production  DBA  provides  an 
interface  between  BACHMAN’s  database 


modeling  and  design  products,  and  BMC 
Software’s  CHANGE  MANAGER,  a 
mainframe-based  product  which  coordinates 
data  structure  changes  among  multiple  DB2 
subsystems. 

Services 

Customer  Support  and  Software  Maintenance 

BACHMAN  offers  maintenance  support  via  a 
telephone  “hot  line”.  Software  maintenance 
and  support  are  generally  provided  without 
extra  charge  for  ninety  days  following  the 
initial  licensing  of  a product,  after  which 
annual  contracts  are  available. 

Training  and  Consulting 

BACHMAN  provides  conceptual  and  product- 
oriented  training  courses  for  customers  at 
education  facilities  in  the  U.S.  in  Atlanta, 
Burlington  (MA),  Chicago,  New  York  City,  and 
Rockville  (MD).  Training  is  also  provided  at 
facilities  in  Toronto  (Canada),  Boulogne- 
Billancourt  (France)  Tvuin  (Italy),  Wiesbaden 
(Germany)  and  Surrey  (England).  Custom 
courses  are  available  for  delivery  at  customer 
sites  as  well. 

Clients 

BACHMAN’s  products  are  used  worldwide  by 
information  systems  specialists  with  data- 
intensive  applications,  in  a wide  range  of 
business,  government,  and  non-profit 
organizations. 

As  of  June,  1995,  BACHMAN  had  more  than 
12,000  license  installations  at  more  than  1,000 
customer  sites  worldwide.  Its  customer  base 
includes  Mobil,  Proctor  & Gamble,  Prudential, 
Martin  Marietta,  UPS,  Chase  Manhattan, 
Allmerica  and  Barclays  Bank. 

Marketing  and  Sales 

BACHMAN  markets  its  products  to  Fortune 
1000  companies,  government  agencies,  and 
organizations  worldwide  that  use  computers 
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and  software  for  data-intensive  and 
transaction-intensive  applications. 

BACHMAN  markets  its  products  through  a 
direct  sales  force  in  the  U.S.  and  through 
wholly-owned  subsidiaries  in  Canada, 
Germany,  France,  Italy,  Singapore  and  the 
UK.  Distributors,  agents  and  other  resellers 
market  BACHMAN’s  products  in  more  than 
30  other  countries. 

Traditionally,  BACHMAN  relied  heavily  on 
IBM  for  development  and  marketing  of  its 
products.  This  relationship  was  terminated  in 
1993  to  allow  BACHMAN  to  increase  its 
multiple  platform  support.  As  a system 
integrator,  distributor  and  an  end  user,  IBM 
was  BACHMAN’s  single  largest  customer  in 
fiscal  1995,  1994,  and  1993,  accounting  for 
20%,  13%  and  16%  of  BACHMAN’s  total 
revenue,  respectively. 

In  conjunction  with  its  expansion  into  the 
client/server  development  marketplace, 
BACHMAN  intends  to  promote  distribution 
through  alternate  channels  worldwide,  such  as 
system  integrators,  and  value-added  resellers 
(VARs)  like  Seer  Technologies,  Inc. 

BACHMAN  has  international  distributors  in 
Argentina,  Belgium,  Brazil,  Columbia, 
Denmark,  Finland,  Israel,  Japan,  Norway, 
Peru,  South  Africa,  Spain,  Sweden,  Turkey 
and  Venezuela.  Approximately  4%  of  fiscal 
1995  revenue  came  from  sales  made  to 
independent  international  distributors. 

Alliances 

In  accordance  with  its  transition  into  the 
client/server  marketplace,  BACHMAN  has 
formed  various  partnerships  and  marketing 
alliances. 

• BACHMAN  joined  Sybase,  Inc.’s 

Warehouse  Works™  Alliance  Program  in 
August  1995  to  provide  customers 


integration  with  Sybase’s  Warehouse 
Works,  maintain  compatibility  with  Sybase 
data  warehouse  offerings  and  participate 
in  joint  marketing  activities. 

• In  fiscal  1995,  BACHMAN  and  Netron, 

Inc.  entered  into  joint  marketing  activities 
involving  Netron’s  CAP/Link,  which  links 
BACHMAN/GroundWorks  and 
Netron/CAP. 

• During  the  first  quarter  of  fiscal  1996, 
BACHMAN  and  Seer  Technologies 
announced  a joint  worldwide  development 
and  distribution  agreement  that  will 
integrate  BACHMAN’s  modeling  and 
database  design  tools  with  the  Seer*HPS 
solution  for  large-scale  client/server 
development. 

Competition 

BACHMAN’s  main  competitors  in  the 
modeling  and  database  design  market  include 
Logic  Works,  Inc.,  Intersolv,  Inc.  and  Texas 
Instruments. 

In  business-critical  client/server  application 
development,  competitors  include  Dynasty 
Technologies,  Inc.  and  Forte,  Inc.,  offering 
competitive  solutions  to  BACHMAN’s  Ellipse. 

In  the  process  management  market,  LBMS, 
Inc.  serves  similar  needs  to  BACHMAN’s 
Serveyor. 

WindTunnel  competes  with  simulation 
provided  by  Scientific  and  Engineering 
Software,  Inc. 

INPUT  Assessment 

BACHMAN’s  strengths  include: 

• A large  and  loyal  customer  base 

• Its  recognition  as  a leader  in  the  mainframe 
CASE  tools  market 
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• Technological  synergies  that  will  result  from 

the  upcoming  merger  with  Cadre 

Challenges  over  the  coming  year  include: 

• Maintaining  profitability 

• Leveraging  BACHMAN’s  recognized 
leadership  position  to  the  client/server 
market 

• Successfully  integrating  with  the  operations 
of  Cadre 
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COMPANY 

PROFILE 


BACHMAN  INFORMATION 
SYSTEMS,  INC. 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Peter  Boni 
Public  Corporation 
271 


8 Ne\A/  England  Executive  Park 
Burlington,  MA  01803 


$36,022,000 

6/30/93 


Phone:  (617)  273-9003 

Fax:  (617)229-9904 


Key  Points 


BACHMAN  Information  Systems,  Inc.  (BACHMAN)  develops, 
markets  and  supports  an  integrated  line  of  software  development 
products  and  services  that  enable  the  development  and  maintenance 
of  business  information  systems. 

In  February  1993,  BACHMAN  and  IBM  agreed  to  terminate  the 
former’s  membership  in  the  International  Alliances  for  AD/Cycle, 
SystemView,  and  Information  Warehouse.  BACHMAN’S  decision 
was  based  on  the  need  to  develop  products  for  non-IBM  markets. 

In  July  1993,  BACHMAN  reduced  its  work  force  by  33  employees, 
or  12%  of  the  work  force.  This  reduction  followed  a company-wide 
restructuring  earlier  in  1993  which  had  already  reduced  the 
employee  population  by  15%. 

On  September  10,  1993,  the  company  acquired  Chicago-based 
WindTunnel  Software,  Inc.  in  a merger  transaction.  BACHMAN 
acquired  WindTunnel  for  650,000  shares  of  BACHMAN  stock. 

In  October  1993,  to  expand  its  client/server  offerings  BACHMAN 
announced  plans  to  acquire  Cooperative  Solutions,  Inc.  (CSI),  an 
innovative  client/server  transaction  processing  development  system 
vendor. 

Following  through  on  its  plan  to  offer  more  open  client/server 
solutions,  in  1993,  BACHMAN  delivered  a series  of  database  tools 
that  work  with  Oracle  Corporation,  InformN  Software,  Inc.  and  IBM 
OS/2  and  DB/2  databases. 
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Description 


BACHMAN  was  formed  in  1983  by  Charles  Bachman  to  develop  and 
market  computer-aided  software  engineering  (CASE)  products  for  the 
development  and  maintenance  of  business  information  systems.  Prior 
to  the  introduction  of  its  first  products  in  the  fourth  quarter  of  fiscal 

1988,  BACHMAN'S  revenues  were  derived  principally  from  consulting 
and  other  services.  ° 

In  November  1991,  BACHMAN  announced  an  initial  public  offering  of 
2.3  million  shares  of  common  stock.  Of  the  shares  to  be  offered, 
approximately  1.7  million  are  being  sold  by  the  company  and  the 
remainder  by  selling  securityholders.  Net  proceeds  to  the  company 
were  estimated  at  $23.6  million. 


BACHMAN'S  fiscal  1993  revenue  reached  $36  million,  a 22%  decrease 
over  fiscal  1992  revenue  of  $46  million.  A four-year  financial  summary 
follows: 


BACHMAN  INFORMATION  SYSTEMS,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  Millions,  except  per  share  data) 


FISCAL  YEAR  END 

ITEM 

6/93 

6/92 

6/91 

6/90 

Revenue 

• Percent  increase 

$36 

$46 

$32 

$13 

(decrease)  from 

previous  year 

(22%) 

44% 

134% 

302% 

Net  Income  (loss) 

before  taxes 
• Percent  increase 

$(14.7) 

$2.8 

$2.7 

$(3.5) 

(decrease)  from 

previous  year 

(453%) 

- 

187% 

42% 

Earnings  (loss)  per  share 
• Percent  change 

$(1.81) 

$0.37 

$0.35 

$(0.64) 

from  previous  year 

(390%)  1 

6% 

155% 

43% 

The  fourth  quarter  of  fiscal  1993  included  a restructuring  charge  of  $4.6 
million,  primarily  reflecting  termination  costs  resulting  from  a 
reduction  in  staff  and  related  facilities. 

Approximately  84%  of  BACHMAN's  fiscal  1993  revenue  was  derived 
from  CASE  software  licenses,  6%  from  software  maintenance  services 
and  the  remaining  10%  from  consulting  and  education  professional 
services. 
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A three-year  summary  of  source  of  revenue  follows: 


BACHMAN  INFORMATION  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  BY  PRODUCT  CATEGORY 

($  Millions) 


FISCAL  YEAR  END 

6/93 

6/92 

6/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software 

licenses 

$18,275 

51% 

$35,239 

73% 

$26,706 

85% 

Maintenance 

$9,053 

25% 

$6,201 

13% 

$1,756 

5% 

Consulting  and 

educational 

services 

$8,712 

24% 

$6,557 

14% 

$3,066 

10% 

Total: 

$36,022 

100% 

$47,997 

100% 

$31,528 

100% 

Market  Financials  BACHMAN's  products  are  used  worldwide  by  the  information  systems 

departments  of  a range  of  business,  government  and  nonprofit 
organizations. 

BACHMAN  has  clients  in  financial  services,  insurance, 
telecommunications  and  technology,  utilities  and  natural  resources, 
retail  and  consumer  products,  health  care,  manufacturing,  engineering 
and  government. 


Geographic  Approximately  64%  of  BACHMAN's  fiscal  1993  revenue  was  derived 

Markets  from  the  U.S.  and  Canada  and  36%  from  other  international  sources. 

The  following  chart  gives  a three-year  geographic  revenue  breakdown. 
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BACHMAN  INFORMATION  SYSTEMS 
Three-Year  Source  of  Revenue 
($  Thousands) 


FISCAL  YEAR  END 

SALES 

6/93 

6/92 

6/91 

United  States 
and  Canada 

$23,378 

$32,433 

$23,846 

Rest  of  World 

$10,323 

$8,517 

$3,479 

Export  sales 
from  U.S. 

$2,321 

$7,047 

$4,203 

TOTAL 

$35,022 

$47,997 

$31,538 

Operations/  in  the  U.S.  and  Canada,  BACHMAN  has  field  sales  offices  in  the  major 

Structure  commercial  centers  of  Atlanta,  Boston,  Chicago,  Cincinnati,  Dallas, 

Houston,  Lx)s  Angeles,  Minneapolis,  New  York  City,  Philadelphia,  San 
Francisco,  Seattle,  Toronto  and  Washington,  D.C. 

Internationally,  BACHMAN  currently  operates  subsidiaries  in  Canada, 
Germany,  the  U.K.,  France  and  Italy. 


Employees  As  of  January  1994,  BACHMAN  (including  its  Canadian  and  German 

subsidiaries  and  its  proposed  U.K.  subsidiary)  had  271  employees, 
segmented  as  follows: 


Sales,  marketing,  and  support 

165 

Research  and  development 

86 

General  and  administration 

20 

TOTAL: 

271 

Acquisitions 

• On  September  10,  1993,  the  company  acquired  Chicago-based 
WindTunnel  Software,  Inc.  (WindTunnel)  in  a merger  transaction. 
BACHMAN  acquired  the  company  for  650,000  shares  of 
BACHMAN  stock.  WindTunnel's  products  will  be  sold  through 
BACHMAN'S  direct  sale  force  and  the  company's  workforce  of 
approximately  10  people  are  now  BACHMAN  employees. 

• On  November  16,  1993,  BACHMAN  acquired  all  the  assets  of 
Cooperative  Solution,  Inc.  (CSI)  of  San  Jose,  CA.  The  purchase 
price  was  approximately  $2.2  million.  CSI's  main  product,  Ellipse, 
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Key  Products  and 
Services 


generates  production  quality  client/server  application  systems,  with 
full  application  development  tool  support.  The  acquisition  extends 
BACHMAN'S  database  design  capabilities. 


Prior  to  February  1993,  BACHMAN  had  a multifaceted,  worldwide 
relationship  with  IBM  involving  financial,  marketing,  product 
development  and  other  activities.  This  relationship  was  terminated  in 
1993  to  allow  BACHMAN  to  increase  its  multiple  platform  support. 

In  November  1993,  Gupta  Corporation  and  BACHMAN  formed  an 
alliance  to  integrate  Gupta's  SQLWindows  product  with  BACHMAN's 
CASE  tools  in  order  to  allow  SQLWindows  developers  to  update 
SQLWindows  applications  from  changes  made  in  the  CASE  database. 


BACHMAN's  products  are  based  on  an  application  development 
approach.  Model  Driven  Development,  that  allows  companies  to 
respond  quickly  to  changing  business  conditions.  This  architecture 
allows  systems  professionals  to  re-engineer,  develop  and  maintain 
large-scale  business  application  systems  faster  and  at  lower  cost  less 
than  with  conventional  CASE  or  non-CASE  techniques.  BACHMAN 
targets  its  products  to  applications  running  on  a variety  of  platforms, 
including  mainframe,  midrange,  workstation  and  client/server. 

• In  BACHMAN's  vision,  once  the  user  has  defined  the  model,  tools 
would  be  available  to  "forward  engineer"  (translate)  the  enterprise 
model  into  code,  implementing  the  required  system  on  a particular 
hardware  and  software  platform.  Aspects  of  existing  systems  could 
also  be  captured  and  "reverse  engineered"  to  create  portions  of  an 
enterprise  model. 
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• The  benefits  of  BACHMAN  of  Model  Driven  Development 
architecture  are: 

Recovery  and  reuse  of  existing  business  specifications 

Higher  level  of  abstraction 

More  complete  integration 

Implementation  independence 

Expert  system  assistance 

Product  Re-engineering  Systems 

BACH  MAN/ Analyst  enables  data  and  systems  analysts  to  build 
complete,  unified,  implementation-independent  enterprise  models  of 
data,  logic  and  process. 

Products  that  enable  data  definitions  and  structures  to  be  reverse- 
engineered  from  various  database  and  software  environments  into 
enterprise  models  created  with  BACHMAN /Analyst  include  the 
following: 

BACHMAN/ Analyst  Capture  products  gather  data  structures  from 
legacy  systems,  enabling  reuse  of  the  work  done  designing  the  systems 
that  run  business  processes.  BACHMAN/Analyst  Capture  products 
enable  the  re-engineering  of  flat  file  data  structures  from  programs 
written  in  COBOL  or  IMS  databases  from  program  file  data  structures 
and  corresponding  IMS  DBDs. 

-BACHMAN/DBA  products  also  reverse-engineer-database  designs 
from  DB2  and  IDMS,  respectively,  into  business-level  data  models. 
Together  with  the  DBA  products,  BACHMAN's  Capture  products 
allow  its  customers  to  reverse-engineer  data  descriptions  from  major 
sources  of  data  (COBOL,  IMS,  DB2,  IDMS,  PL/1),  common  in  large 
information  systems. 

Modeling  Products 

The  BACHMAN/Data  Modeler  provides  a data  analysis  and  data 
modeling  environment  especially  appropriate  for  distributed 
development.  In  addition,  BACHMAN's  Expert  Advisor  provides 
built-in  knowledge  of  data  modeling  that  can  be  invoked  as  the  model 
is  built. 

The  product  is  designed  to  streamline  rapid  client/server  development 
by  encapsulating  business  logic  in  entity  methods  and  external 
procedures. 
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Application  Development 

BACHMAN  offers  several  products  to  be  used  when  developing 

applications  in  a client/server  environment. 

• BACHMAN /Generator  for  PowerBuilder  is  a product  that  enables 
users  to  pull  information  about  data  structures,  allowed  values  and 
system  processes  into  the  PowerBuilder  environment 

• BACHMAN/Ellipse  is  a team-oriented  development  tool  for 
creating,  managing,  deploying  and  maintaining  mission-critical 
applications.  BACHMAN/Ellipse  consists  of  a development 
environment  and  an  application  delivery  environment. 

• Multi-platform  COBOL  Code  Generation  can  be  handled  by  the 
combined  use  of  BACHMAN /Analyst  and  Netron/CAP. 
Netron/CAP  is  a reusability-based  code  construction  tool  that 
produces  COBOL  applications  for  a variety  of  platforms, 
architectures  and  databases. 

■ BACHMAN/ WindTunnel  allows  leverage  of  the  information 
gathered  in  the  data  and  process  modeling  efforts,  in  order  to 
analyze  and  predict  application  performance  early  in  the 
development  life  cycle. 

• BACHMAN/Designer  is  a design  tool  released  for  MVS 
applications.  BACHMAN/Designer  allows  you  to  generate  CSP 
applications  from  BACHMAN  models. 

• BACHMAN/HyperAnalyst  is  an  integrated  workbench  that 
combines  project  and  process  management  with  application 
development  methodologies. 

Customer  Service: 

Software  maintenance  and  support  is  currently  provided,  without  extra 

charge,  for  90  days  following  the  initial  licensing  of  a product. 

• Customers  in  the  U.S.  and  Canada,  entitled  to  receive  maintenance, 
are  supported  by  a telephone  hotline,  an  electronic  bulletin  board 
and  by  periodic  updates  for  product  corrections  and  enhancements. 

• Customer  support  in  Germany  is  provided  directly  by  BACHMAN'S 
German  subsidiary.  In  countries  where  the  company  has  a 
distributor  or  agent,  support  is  provided  by  the  distributor  or  agent 
with  secondary  support  by  BACHMAN. 
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Training  courses  for  customers  are  provided  at  education  facilities  in 
New  York  City,  Atlanta,  Burlington  (MA)  and  Wiesbaden  (Germany) 

BACHMAN  also  provides  a set  of  service  and  consulting  packages  in 
the  U.S.  and  Canada  called  BACHMAN/PLUS.  The  packages  are 
designed  to  promote  customer  success  in  the  implementation  and 
ongoing  use  of  BACHMAN'S  software  products. 


BACHMAN  spent  59%  of  the  firms  total  revenues  on  sales  and 
marketing  activities  in  1992,  up  from  51%  in  1991. 

BACHMAN  also  has  exclusive  distributors  with  territories  covering 
virtually  all  the  countries  in  Western  Europe  (where  it  does  not  operate 
through  subsidiaries),  as  well  as  in  Argentina,  Brazil,  Venezuela, 

Mexico  and  Israel. 


BACHMAN  competitors  include  Hewlett-Packard,  Cadre 
Technologies,  Unisys  and  Texas  Instruments. 

In  addition,  a new  trend  in  the  CASE  market  has  developed— the 
appearance  of  lower-priced  CASE  tools  for  PCs.  This  has  eroded  the 
traditional  mainframe-based  tool  vendors  share  of  the  CASE  market. 
Several  of  the  new  vendors  of  PC-based  tools  are  Popkin  Software  & 
Systems,  LBMS  and  Intersolv,  with  its  Excelerator  product. 


Fiscal  1993  was  a year  of  transition  for  BACHMAN,from  the  transition 
from  providing  tools  focused  solely  on  mainframe  application 
development,  to  supporting  open  client/server  solutions  on  distributed 
systems.  In  this  transition  the  company  faces  some  severe  revenue 
challenges.  And  in  addition,  BACHMAN  has  been  pursuing 
acquisitions  to  assist  in  the  development  and  enhancement  of  its 
products. 

Both  the  announced  acquisition  of  Cooperative  Solutions  Inc.,  and  the 
recent  hire  of  Peter  Boni  as  the  new  CEO  and  president,  have  been 
designed  to  increase  BACHMAN'S  presence  in  the  client/server 
development  arena. 

BACHMAN  must  aggressively  play  "catch-up"  when  offering  tools  for 
the  client/server  market  and  continue  to  free  itself  from  its  close 
association  with  IBM's  AD/Cycle. 

Finally,  there  has  been  a shift  in  the  distribution  channels  for  CASE 
tools,  in  part  driven  by  the  increasing  availability  of  lower-priced  CASE 
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tools  for  PCs.  There  has  also  been  a marked  increase  in  the  sales  of 
CASE  tools  through  indirect  channels,  such  as  system  integrators  and 
VARs.  BACHMAN  needs  to  construct  an  alliance  strategy  to  address 
this  shift  in  distribution. 


February  1994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited 


Page  9 of  9 


COMPANY  PROFILE 


BACHMAN  INFORMATION 
SYSTEMS,  INC. 

8 New  England  Executive  Park 
Burlington,  MA  01803 
(617)  273-9003 


Charles  W.  Bachman,  Chairman 
Arnold  A.  Kraft,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  287  (9/91) 

Total  Revenue,  Fiscal  Year  End 
6/30/91:  $31,528,000 


The  Company  Bachman  Information  Systems,  Inc.  (BACHMAN)  was  formed  in 

1983  by  Charles  Bachman  to  develop  and  market  computer-aided 
software  engineering  (CASE)  products  for  the  development  and 
maintenance  of  business  information  systems.  Prior  to  the 
introduction  of  its  first  products  in  the  fourth  quarter  of  fiscal  1988, 
BACHMAN'S  revenues  were  derived  principally  from  consulting 
and  other  services. 

• BACHMAN'S  products  are  based  on  the  company's  Model 
Driven  Development  architecture  in  which  business  models  serve 
as  a new,  higher  level  software  design  and  programming 
technology.  Most  of  the  products  run  on  IBM  and  compatible 
workstations. 

• BACHMAN  targets  its  products  to  Fortune  1000  companies  and 
organizations  of  similar  size  throughout  the  world  that  use  IBM 
and  compatible  mainframes  and  IBM's  DB2  data  base 
management  system  for  data-intensive  applications. 

• As  of  September  30,  1991,  BACHMAN  had  licensed 
approximately  6,500  copies  of  its  products  to  over  650  customers 
worldwide  across  a wide  variety  of  industries. 

In  November  1991,  BACHMAN  announced  an  initial  public 
offering  of  2.3  million  shares  of  common  stock.  Of  the  shares  to  be 
offered,  approximately  1.7  million  are  being  sold  by  the  company 
and  the  remainder  by  selling  securityholders.  Net  proceeds  to  the 
company  from  the  sale,  estimated  at  $23.6  million,  will  be  used  to 
repay  notes  and  for  general  corporate  purposes. 

BACHMAN'S  fiscal  1991  revenue  reached  $31.5  million,  a 134% 
increase  over  fiscal  1990  revenue  of  $13.5  million.  BACHMAN 
achieved  profitability  in  the  first  quarter  of  fiscal  1991  and  has  been 
profitable  in  each  subsequent  quarter.  A four-year  financial 
summary  follows; 
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BACHMAN  INFORMATION  SYSTEMS,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/91 

6/90 

6/89 

6/88 

Revenue 

• Percent  change 

$31,528 

$13,482 

$3,357 

$1,062 

from  previous  year 

134% 

302% 

216% 

N/A 

Income  (loss)  before  taxes 
• Percent  change 

$2,908 

$(3,552) 

$(6,095) 

(6,536) 

from  previous  year 

187% 

42% 

7% 

N/A 

Net  income  (loss) 

• Percent  change 

$2,364 

$(3,552) 

$(6,095) 

$(6,536) 

from  previous  year 

167% 

42% 

7% 

N/A 

Earnings  (loss)  per  share 
• Percent  change 

$0.35 

$(0.64) 

$(1.13) 

$(1.59) 

from  previous  year 

155% 

43% 

29% 

N/A 

BACHMAN  management  attributes  revenue  growth  during  fiscal 
1991  to  the  following: 

• Software  license  revenue  rose  $14.6  million  due  to  continued 
growth  in  sales,  acceptance,  and  demand  for  the  DB2  version  of 
the  company's  BACHMAN/DBA  product;  growth  in  shipments 
of  the  BACHMAN/ Analyst  product;  continued  expansion  of  the 
company's  direct-sales  force;  increased  revenue  from 
international  distributor  operations  and  from  the  newly 
established  German  subsidiary;  and  two  customer-specified 
quantity  site-license  agreements  with  revenue  totalling  $5.1 
million. 

Revenue  for  the  three  months  ending  September  30, 1991  reached 
$9.2  million,  a 50%  increase  over  $6.1  million  for  the  same  period 
in  1990.  Net  income  was  $418,000,  compared  to  $582,000  for  the 
same  period  a year  ago. 

As  of  September  30,  1991,  BACHMAN  (including  its  Canadian  and 
German  subsidiaries  and  its  proposed  U.K.  subsidiary)  had  287 
employees,  segmented  as  follows: 

Sales,  marketing,  and  support 
Research  and  development 
General  and  administration 


170 

92 

25 

287 
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BACHMAN  competitors  include  Andersen  Consulting,  Cadre 
Technologies,  Intersolv,  Knowledge  Ware,  and  Texas  Instruments. 


Approximately  84%  of  BACHMAN'S  fiscal  1991  revenue  was 
derived  from  CASE  software  licenses,  6%  from  software 
maintenance  services,  and  the  remaining  10%  from  consulting  and 
education  professional  services. 

A three-year  summary  of  source  of  revenue  follows; 


BACHMAN  INFORMATION  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

6/91 

6/90 

6/ 

89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$26,706 

84% 

$12,068 

90% 

$3,251 

97% 

Maintenance 

$1,756 

6% 

$261 

2% 

$6 

- 

Consulting  and 
educational  services 

$3,066 

10% 

$1,153 

8% 

$100 

3% 

TOTAL 

$31,528 

100% 

$13,482 

100% 

$3,357 

100% 

Key  Products  and 
Services 


BACHMAN'S  products  are  based  on  the  company's  Model  Driven 
Development  architecture,  a new  generation  of  software  design  and 
programming  technology  based  on  the  ability  to  define  an 
"enterprise  model"  that  represents  the  essential  data  structures, 
decision  logic,  and  data  flows  between  processes  required  for  a 
particular  business  operation,  with  complete  consistency  among 
those  components. 

• In  BACHMAN'S  vision,  once  the  user  has  defined  the  model, 
tools  would  be  available  to  "forward  engineer"  (translate)  the 
enterprise  model  into  code  implementing  the  required  system  on 
a particular  hardware  and  software  platform.  Aspects  of  existing 
systems  could  also  be  captured  and  "reverse  engineered"  to 
create  portions  of  an  enterprise  model. 

• BACHMAN  claims  that  the  benefits  of  its  Model  Driven 
Development  architecture  are; 
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- Recovery  and  reuse  of  existing  business  specifications 

- Higher  level  of  abstraction 

- More  complete  integration 

- Implementation  independence 

- Expert  system  assistance 

Since  early  1988,  BACHMAN  has  began  delivering  a series  of 
graphical,  workstation-based  analysis  and  design  products  to 
implement  its  Model  Driven  Development  architecture. 

• During  the  initial  stage  (June  1988  through  March  1989),  the 
company  released  a set  of  products  that  implemented  Model 
Driven  Development  for  data-oriented  professionals-the  data 
analyst  and  the  data  base  administrator-in  an  MVS  environment 
for  DB2  and  IDMS.  Products  in  this  group  include 
BACHMAN/Data  Analyst,  BACHMAN/DBA,  and  associated 
reverse-engineering  products. 

• In  the  second  stage,  using  the  data-oriented  products  as  a base, 
BACHMAN  extended  the  business-level  modeling  capabilities  of 
its  product  set  to  enable  specification  of  enterprise  models- 
including  data,  logic,  and  process.  This  occurred  in  September 
1990  with  the  release  of  the  BACHMAN /Analyst  to  support 
both  data  analysts  and  systems  analysts. 

• The  most  recent  step  in  the  expansion  of  the  company's  product 
line  extended  the  forward-engineering  capabilities  of  the 
BACHMAN  product  set.  With  the  June  1991  release  of  the 
BACHMAN/Designer,  the  company  added  support  for 
programmers. 

BACHMAN’S  current  products  are  summarized  in  the  exhibit.  The 
major  products  have  all  been  built  or  written  for  operation  in  the 
OS/2  Extended  Edition  (OS/2  EE)  environment  on  IBM  or 
compatible  personal  workstations  using  an  Intel  386  or  486 
processor. 
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EXHIBIT 


BACHMAN  INFORMATION  SYSTEMS,  INC. 
SOFTWARE  PRODUCTS 


SINGLE  COPY 

DATE 

OPERATING 

PRODUCT 

U.S.  PRICE 

INTRODUCED 

ENVIRONMENT 

Products  for  Data  and 
Systems  Analysts 

BACH  MAN  /Analyst 

$10,000 

9/90 

OS/2  EE 

BACH  MAN /Analyst  Capture  for  IMS 

$10,000 

12/90 

OS/2  EE 

BACHMAN/Analyst  Capture  for  COBOL 

$5,000 

12/90 

OS/2  EE 

BACHMAN/Analyst  Unkfor 
KnowledgeWare's  ADW 

$4,000 

9/91 

OS/2  EE 

BACH  MAN /Data  Analyst 

$10,000 

6/88 

MS-DOS 

BACH  MAN /DA  Capture  for  IMS 

$10,000 

3/89 

MS-DOS 

BACHMAN/DA  Capture  for  FILES 

$5,000 

3/89 

MS-DOS 

BACHMAN/DA  Capture  for  PL/1 

$2,500 

12/90 

MS-DOS 

BACHMAN/DA  Link  for 
KnowledgeWare's  lEW 

$1,500 

3/90 

MS-DOS 

BACHMAN/DA  Link  for  IntersoIVs 
Exceierator 

$1,500 

3/90 

MS-DOS 

Products  for  Data  Base 
Administrators 

BACHMAN/DBA  (for  IBM's  DB2) 
- Release  2 

$15,000 

3/89 

MS-DOS 

- Releases 

$15,000 

3/91 

OS/2  EE 

BACHMAN/DBA  Catalog  Extract 
(for  IBM's  DB2) 

$15,000 

3/89 

MVS 

BACHMAN/DBA  for  Computer 
Associates'  IDMS 

$15,000 

6/88 

MS-DOS 

Product  for  Programmers 

BACHMAN /Designer 

$5,000 

6/91 

OS/2  EE 

International  Versions 

(Japanese/Kanji) 

BACH  MAN  / Analyst 

* 

7/91 

OS/2-J  EE 

BACHMAN/Analyst  Capture  for  IMS 

* 

7/91 

OS/2-J  EE 

BACHMAN/Analyst  Capture  for  COBOL 

it 

7/91 

OS/2-J  EE 

International  prices  are  determined  by  the  distributor  or  agent. 
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Products  for  Data  and  Systems  Analysts: 

BACHMAN/ Analyst  enables  data  and  systems  analysts  to  build 
complete,  unified,  implementation-independent  enterprise  models 
of  data,  logic,  and  process.  These  unified  models  can  be  viewed 
from  the  perspective  of  four  different  types  of  design  diagrams  in  an 
interactive  graphics  OS/2  EE  environment.  Using  the  enterprise 
model,  programmers  and  data  base  administrators  can  generate 
implementation  code  manually  for  any  hardware  and  software 
environment,  and  can  also  generate  DB2  and  IDMS  data  base 
designs  and  related  portions  of  applications  software  using 
BACHMAN'S  integrated  BACHMAN/DBA  and 
BACHMAN /Designer  products. 

Products  that  enable  data  definitions  and  structures  to  be  reverse- 
engineered  from  various  data  base  and  software  environments  into 
enterprise  models  created  with  BACHMAN/ Analyst  include  the 
following: 

• BACHMAN/ Analyst  Capture  for  IBM's  IMS  reads  existing  IMS 
data  base  system  DDL  statements  and  reverse-engineers  them  to 
the  specification  level  in  the  BACHMAN/ Analyst. 

• BACHMAN/ Analyst  Capture  for  COBOL  provides  similar 
functionality  for  COBOL  language  data  declarations. 

• BACHMAN/DA  Capture  for  PL/1  extends  the  data  capture 
capabilities  to  customers  who  use  the  PL/1  language  instead  of 
COBOL. 

• BACHMAN/DA  Capture  for  IBM's  IMS  and  the 
BACHMAN/DA  Capture  for  FILES  are  earlier  MS-DOS 
versions  providing  the  same  functionality  as  the 
BACHMAN/ Analyst  Capture  for  IMS  and  the 
BACHMAN/ Analyst  Capture  for  COBOL,  respectively. 

• BACHMAN/DBA  and  BACHMAN/DBA  for  IDMS  also 
reverse-engineer  data  base  designs  from  DB2  and  IDMS, 
respectively,  into  business-level  data  models.  Together  with  the 
DBA  products,  BACHMAN's  Capture  products  allow  its 
customers  to  reverse-engineer  data  descriptions  from  major 
sources  of  data  (COBOL,  IMS,  DB2,  IDMS,  PL/1)  common  in 
large  information  systems  and  target  them  to  IBM's  DB2 
relational  data  base  management  system, 

BACHMAN/DA  Link  products  are  interfaces  for  products 
developed  by  KnowledgeWare  and  Intersolv. 
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BACHMAN /Data  Analyst  is  the  MS-DOS-based  product  from 
which  the  BACHMAN/ Analyst  evolved.  It  provides  a set  of 
modeling  tools  generally  similar  to  those  of  the 
BACHMAN /Analyst,  but  focused  entirely  on  building  data  models 
without  process  and  logic  information. 

Products  for  Data  Base  Administrators: 

BACHMAN/DBA  (Release  3)  assists  the  data  base  administrator 
in  performing  design  tasks  for  DB2  in  an  interactive,  graphical 
OS/2  EE  environment.  The  product  generates  DDL  statements  for 
DB2  to  construct  a data  base  reflecting  the  model  produced  by  the 
Analyst. 

• BACHMAN/DBA  (Release  2)  is  an  earlier  MS-DOS  version  of 
the  BACHMAN/DBA. 

BACHMAN/DBA  Catalog  Extract  for  DB2  provides  the 
generation  of  DB2  DDL  from  the  mainframe  DB2  catalog  for 
capture  by  the  BACHMAN/DBA  on  the  personal  workstation. 
These  products  working  together  provide  design  synchronization 
between  the  mainframe  on  which  DB2  executes  and  the  workstation 
on  which  the  BACHMAN/DBA  executes. 

BACHMAN/DBA  for  IDMS  allows  the  design  of  data  bases  for  the 
IDMS  data  base  system.  In  conjunction  with  the  BACHMAN/Data 
Analyst  and  BACHMAN/DBA  for  DB2,  the  BACHMAN/DBA  for 
IDMS  provides  the  capability  to  migrate  data  base  designs  between 
IDMS  and  DB2. 

Product  for  Programmers: 

BACHMAN /Designer  for  IBM's  CSP  and  other  code  generators 
extends  the  forward-engineering  capabilities  for  Model  Driven 
Development  of  the  BACHMAN  product  set.  Based  on  enterprise 
models  created  with  the  BACHMAN/ Analyst  and  data  base  designs 
created  with  the  BACHMAN/DBA,  the  BACHMAN/Designer 
generates  input  for  IBM's  CSP  for  those  portions  of  the  enterprise 
model  relating  to  data  manipulation.  CSP  then  can  be  used  to 
finish  the  application  and  generate  DB2-based  COBOL  programs. 

Customer  Service: 

Software  maintenance  and  support  is  currently  provided  without 
extra  charge  for  90  days  following  the  initial  licensing  of  a product. 
For  licenses  entered  into  before  April  1, 1991,  the  initial  period  of 
prepaid  maintenance  was  one  year.  After  the  initial  period,  annual 
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Industry  Markets 


Geographic 

Markets 


maintenance  fees  are  generally  15%  of  the  application's  then- 
current  single  copy  license  fee. 

• Customers  in  the  U.S.  and  Canada  entitled  to  receive 
maintenance  are  supported  by  a telephone  hotline,  through  an 
electronic  bulletin  board,  and  by  periodic  updates  for  product 
corrections  and  enhancements. 

• Customer  support  in  Germany  is  provided  directly  by 
BACHMAN'S  German  subsidiary.  In  countries  where  the 
company  has  a distributor  or  agent,  support  is  provided  by  the 
distributor  or  agent  with  secondary  support  by  BACHMAN. 

Training  courses  for  customers  are  provided  at  education  facilities 
in  New  York  City,  Atlanta,  Burlington  (MA),  and  Wiesbaden 
(Germany). 

• Training  centers  are  scheduled  to  be  opened  in  Chicago,  San 
Francisco,  and  Toronto  (Canada)  during  fiscal  1992. 

• International  distributors  provide  training  and  consulting  to 
customers  in  designated  territories. 

BACHMAN  also  provides  a set  of  service  and  consulting  packages 
in  the  U.S.  and  Canada  called  BACHMAN/PLUS.  The  packages 
are  designed  to  promote  customer  success  in  the  implementation 
and  ongoing  use  of  BACHMAN's  software  products.  BACHMAN 
also  provides  other  consulting  on  a contract  basis;  generally,  these 
services  assist  customers  in  using  BACHMAN  products. 


BACHMAN'S  products  are  used  worldwide  by  the  information 
systems  departments  of  a range  of  business,  government,  and 
nonprofit  organizations.  Generally,  the  customers  are  users  of 
IBM's  MVS  mainframe  computing  environment  for  data-intensive 
applications  and  IBM's  DB2  data  base. 

BACHMAN  has  clients  in  financial  services,  insurance, 
telecommunications  and  technology,  utilities  and  natural  resources, 
retail  and  consumer  products,  health  care,  manufacturing  and 
engineering,  and  government. 


Approximately  76%  ($23.8  million)  of  BACHMAN's  fiscal  1991 
revenue  was  derived  from  the  U.S.  and  Canada  and  24%  ($7.7 
million)  from  other  international  sources. 
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Alliances 


In  the  U.S.  and  Canada,  BACHMAN  has  field  sales  offices  in  the 
major  commercial  centers  of  Atlanta,  Boston,  Chicago,  Cincinnati, 
Dallas,  Houston,  Los  Angeles,  Minneapolis,  New  York  City, 
Philadelphia,  San  Francisco,  Seattle,  Toronto,  and  Washington, 
D.C. 

Internationally,  BACHMAN  currently  operates  subsidiaries  in 
Canada,  Germany,  the  U.K.,  France,  and  Italy. 

• In  October  1991,  BACHMAN  acquired  the  BACHMAN-related 
business  of  its  French  distributor  (Pro-Systems  S.A.). 

• In  November  1991,  the  company  acquired  the  BACHMAN- 
related  business  of  its  U.K.  distributor  (Bachman  Information 
Systems  Limited). 

• The  company  has  agreed  in  principle  to  acquire  the 
BACHMAN-related  business  of  its  Italian  distributor. 

IBM  is  a nonexclusive  sales  agent  in  the  U.S.  and  Canada  for  all  of 
the  company's  products.  IBM  is  the  exclusive  distributor  for  16 
countries  in  the  Far  East  and  Pacific  Rim. 

BACHMAN  also  has  exclusive  distributors  with  territories  covering 
virtually  all  of  the  countries  in  western  Europe  in  which  it  does  not 
operate  through  subsidiaries,  as  well  as  Argentina,  Brazil, 
Venezuela,  Mexico,  and  Israel. 


BACHMAN  has  a multifaceted  worldwide  relationship  with  IBM 
involving  financial,  marketing,  product  development,  and  other 
activities. 

• During  the  first  quarter  of  fiscal  1990,  IBM  made  a $4  million 
equity  investment  in  BACHMAN,  entered  into  a marketing 
agreement  for  Cooperative  Software  Supplier  Programs  with 
BACHMAN,  and  designated  BACHMAN's  products  as  part  of 
IBM's  AD/Cycle  CASE  software  solution. 

• IBM's  equity  investment  in  BACHMAN  currently  represents 
approximately  9.5%  of  BACHMAN's  outstanding  shares  of 
common  stock;  an  IBM  employee  is  on  BACHMAN's  Board  of 
Directors.  BACHMAN  has  a credit  agreement  with  IBM  and 
IBM  has  advanced  funds  to  BACHMAN  to  finance  certain 
software  development  projects. 

• IBM  markets  BACHMAN's  products  in  the  U.S.,  Puerto  Rico, 
and  Canada,  pursuant  to  nonexclusive  marketing  agreements.  In 
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addition,  IBM  is  the  exclusive  distributor  of  BACHMAN's 
products  in  16  countries  in  the  Asia-Pacific  area,  including  Japan 
and  Australia,  with  the  products  packaged  under  both  the 
BACHMAN  and  IBM  logos.  IBM  is  also  the  exclusive 
distributor  of  BACHMAN's  products  in  Austria,  and  a 
nonexclusive  sales  agent  in  Switzerland. 

’ As  a customer,  IBM  has  recently  been  the  single  largest  user  of 
BACHMAN's  products.  Revenue  from  IBM  (including  license, 
maintenance,  and  consulting  fees  paid  by  IBM  in  connection  with 
IBM's  use  of  BACHMAN  products,  as  well  as  amounts  paid  by 
IBM  as  a distributor)  accounted  for  12%  ($1.6  million)  and  20% 
($6.2  million)  of  total  revenues  in  fiscal  1990  and  1991, 
respectively,  and  for  23%  ($2.1  million)  of  total  revenue  in  the 
first  quarter  of  fiscal  1991.  IBM  uses  BACHMAN's  products  at 
approximately  80  sites  worldwide. 

In  September  1991,  BACHMAN  and  BMC  Software,  Inc. 
announced  an  agreement  to  develop  new  products  that  link  their 
tools  for  the  IBM  DB2  data  base  system. 

Also  in  September  1991,  BACHMAN  and  PLATINUM  technology, 
inc.  announced  an  agreement  whereby  the  two  companies  intend  to 
exchange  information  for  developing  new  products  that  link  their 
tools  for  the  IBM  data  base  system. 
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BACHMAN  INFORMATION 
SYSTEMS,  INC. 

Four  Cambridge  Center 
Cambridge,  MA  02142-1401 
(617)  354-1414 


Charles  W.  Bachman,  Chairman 
Arnold  A.  Kraft,  President  and  CEO 
Total  Employees:  75 
Total  Revenue,  Fiscal  Year  End 
6/30/88:  $1,300,000 


The  Company  Bachman  Information  Systems,  Inc.  (BACHMAN)  was  formed  in 

1983  by  Charles  Bachman  to  develop  and  market  computer-aided 
software  engineering  (CASE)  products  for  the  maintenance, 
enhancement,  and  migration  of  existing  information  systems,  and 
for  the  development  of  new  ones. 

• In  January  1988,  after  four  years  of  detailed  design  and  initial 
development,  the  company  introduced  the  first  products  in  the 
BACHMAN/Re-engineering™  Product  Set,  which  will  consist 
of  a series  of  integrated  CASE  products  to  support  the  tasks 
performed  by  MIS  professionals. 

• During  product  development,  BACHMAN  has  sought  the 
development  advice  of  several  large  companies  - including 
AEtna  Life  Insurance,  AT&T  Commmunications,  Bank  of 
Boston,  Ernst  & Whinney,  McDermott  Corp.,  Shearson 
Lehman  Brothers,  and  UNUM  - to  develop  and  test  products 
that  address  "real-world"  business  needs. 

• BACHMAN  management  states  that  its  products  - unlike  most 
alternatives  - are  based  on  how  users  actually  work  and  do  not 
limit  users  to  a rigid  methodology.  The  BACHMAN/Re- 
engineering  Product  Set  combines  reverse  and  forward 
engineering  to  allow  users  to  begin  maintenance,  enhancement, 
or  development  at  any  point  in  the  life  cycle  - at  the  top,  the 
bottom,  or  at  any  point  in  between  - for  existing  information 
systems,  as  well  as  for  new  systems  development. 

BACHMAN  is  a privately  owned  company,  funded  by  venture 
capital  firms  including  Abingworth  Management  Limited;  Atlas 
Venture,  Inc.;  Harvard  Management;  Kleiner  Perkins  Caufield  & 
Byers;  Morgan  Stanley  Venture  Capital;  Mayfield  Fund; 
Newmarket  Capital  Ltd.;  Oak  Investment  Partners;  Orien 
Ventures;  Venrock  Associates  (the  venture  capital  arm  of  the 
Rockefeller  family  trust);  and  the  Vista  Group. 
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Key  Products  and 
Services 


BACHMAN'S  fiscal  1988  revenue  of  approximately  $1.3  mil  linn 
surpassed  management's  projected  results,  considering  the 
company's  products  became  commercially  available  in  June  of  this 
year. 

BACHMAN  has  recently  reached  a marketing  agreement  with 
IBM.  Details  of  the  agreement  are  not  yet  available. 

BACHMAN  currently  has  approximately  75  employees, 
segmented  as  follows: 


Marketing/sales 

28 

Customer  support 

12 

Research  and  development 

26 

General  and  administrative 

9 

75 

One  hundred  percent  of  BACHMAN's  revenue  is  derived  from  its 
BACHMAN/Re-engineering  Product  Set  family  of  CASE 
software  products. 

The  BACHMAN/Re-engineering  Product  Set  includes  a family  of 
integrated,  modular,  graphically  presented  expert  advisor 
products.  Each  product  advises  and  assists  a different  group  of 
MIS  professionals  working  at  various  phases  in  the  development 
cycle,  with  their  specific  activities.  The  products  treat  the 
development  cycle  as  a flexible  set  of  functions  that  may  be 
executed,  re-executed,  or  partially  executed  as  needed.  Each 
product  contains  an  expert  advisory  system  and  knowledge  base  of 
these  tasks,  derived  from  industry  experts. 

• Each  of  BACHMAN'S  products  operates  with  the 

BACHMAN/Workstation  Manager™,  which  runs  under  MS- 
DOS  on  a 386-based  PC  workstation.  The  Workstation 
Manager  integrates  the  expert  advisor  products  and  provides 
basic  services  and  utilities  common  to  all  BACHMAN  products. 

- The  Workstation  Manager  includes  an  interactive  graphical 
user  interface  between  the  user  and  expert  advisors,  session 
management  functions,  expert  system  rule  processing,  on- 
line HELP,  printing  and  plotting,  and  system  utilities. 

- The  Workstation  Manager  also  provides  a personal  design 
data  base  to  store  and  manage  all  the  components  of  the 
users'  designs  and  the  Decision  Logging™  System,  which 
documents  what  decisions  were  made,  by  whom  they  were 
made,  when  they  were  made,  and  why  they  were  made. 
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- Any  number  of  BACHMAN  products  can  be  installed  on  a 
single  workstation,  with  all  products  cooperating  through  the 
Workstation  Manager,  providing  full  integration  and 
synchronization  among  products. 

- BACHMAN/Workstation  Manager  has  a single-copy  price 
of  $5,000. 

• In  addition  to  the  Workstation  Manager,  products  currently 
available  within  the  BACHMAN/Re-engineering  Product  Set 
include  the  following: 

- BACHMAN/Data  Analyst™  (DA)  supports  information 
modeling  activities,  providing  graphical  tools  and  expert 
assistance  to  create,  edit,  consolidate,  normalize,  and 
validate  data  base  management  system  (DBMS)- 
independent  Bachman  entity-relationship  diagrams.  These 
models  capture  information  requirements  - they  are 
independent  of  all  implementation  details.  Other 
BACHMAN  products  are  then  able  to  define  the  various 
uses  of  this  information  for  data  base  design. 
BACHMAN/DA  has  a single-copy  price  of  $10,000. 

- The  BACHMAN /Database  Administrator  (DBA™)  product 
helps  data  base  designers  to  analyze,  design,  restructure, 
edit,  report  on,  redesign,  optimize,  and  migrate  exisiting  or 
new  data  bases. 

• The  BACHMAN/DBA  (IDMS)  allows  users  to  capture 
existing  IDMS  schema  descriptions  and  display  them  as 
Bachman  diagrams.  The  information  can  then  be  edited 
to  meet  maintenance  requirements,  and/or  reoptimized 
for  a new  set  of  business  operating  requirements. 
Subsequently,  the  product  will  create  new  data 
description  language  (DDL)  that  can  be  uploaded  to  the 
IBM  mainframe.  BACHMAN/DBA  (IDMS)  re- 
engineering capabilities  allow  it  to  take  a schema 
description  in  the  design  data  base  and  reverse-engineer 
it  into  the  BACHMAN/DA,  or  to  take  the  work  of  the 
BACHMAN /DA  and  forward-engineer  a portion  of  or 
an  entire  information  model  to  create  an  IDMS  schema 
with  all  of  the  required  record,  item,  and  set  functions. 
BACHMAN/DBA  (IDMS)  has  a single-copy  price  of 
$10,000. 
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• Products  under  development  include  the  following: 

- The  BACHMAN/DBA  (DB2)  is  tuned  to  DB2,  using  DDL, 
semantic  structures,  and  graphics  suitable  for  DB2 
requirements.  It  captures  and  generates  DB2  DDL, 
optimizes  the  DB2  physical  structure  descriptions,  and 
provides  reverse-  and  forward-engineering  capabilities  to  the 
BACHMAN/DA  (providing  expert  advisory  support  for 
migration  into  DB2  from  other  data  base  or  file  systems).  It 
also  allows  users  to  graphically  display  and  edit  existing  DB2 
schema  descriptions.  This  product  is  scheduled  for 
availability  the  first  quarter  of  1989. 

- BACHMAN/DA  Capture  (Files)  can  transform 
conventional  file  descriptions  described  in  COBOL  into 
information  models  in  the  BACHMAN/DA  product. 
Availability  is  scheduled  for  the  first  quarter  of  1989. 

- BACHMAN/DA  Capture  (IMS)  transforms  IMS  data  base 
descriptions  into  information  models  in  the 
BACHMAN/DA.  Availability  is  scheduled  for  the  first 
quarter  of  1989. 

- The  BACHMAN/Systems  Analyst  supports  function 
modeling  activities  focusing  on  fonctional  description.  It 
facilitates  the  creation  of  data  flow  diagrams.  These 
diagrams  are  independent  of  the  physical  nature  of  the 
process  and  provide  a clear  picture  of  the  information  flows 
within  the  business. 

BACHMAN'S  products  require  the  following  configuration: 

• Compaq  386, 386/20,  386/25,  or  IBM  PS/2  Model  70  or  80. 

• 13-16  megabytes  of  RAM  memory. 

• Moniterm  19"  monochrome  or  IBM  8514  16"  color 

display. 

• 2-Button  Microsoft  compatible  or  IBM  mouse. 

• MS-DOS  (PC-DOS)  3.1  or  higher. 


Customer  support  services  provided  by  BACHMAN  include  a 
telephone  hotline  and  optional  on-site  installation, 
implementation,  electronic  bulletin  board,  user  meetings,  training, 
and  advanced  workshops. 


Bachman's  products  are  targeted  to  the  financial  services, 
insurance,  telecommunications,  and  utilities  industry  sectors. 
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One  hundred  percent  of  BACHMAN'S  fiscal  1988  revenue  was 
derived  from  the  U.S. 

In  addition  to  its  headquarters  in  Cambridge,  the  company  has 
offices  in  Reston  (VA),  Schaumberg  (IL),  New  York  (NY), 
Beechwood  (OH),  and  Walnut  Creek  (CA). 

The  company  is  currently  developing  sales  channels  throughout 
Western  Europe. 
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COMPANY  PROFILE 


BAGGERLY  & ASSOCIATES  Carole  A.  Baggerly,  President 

1420  N.  Claremont  Blvd.  Private  Company 

Suite  11  OB  Total  Employees:  10 

Claremont,  CA  9171 1 Total  Revenue,  Fiscal  Year  End 


(714)  625-7917 

12/31/89:  $1,000,000* 

* INPUT  estimate 

.The  Company 

Baggerly  & Associates,  formed  in  1983,  provides  electronic  data 
interchange  (EDI)  application  software  products  and  EDI 
implementation  professional  services. 

Key  Products  and 
Services 

Baggerly  & Associates  provides  the  following  software  products 
for  IBM  PC  and  compatible  systems  with  a hard  drive,  640  K of 
memory,  MS-DOS  3.0  or  greater,  communication  software,  and  a 
Hayes-compatible  modem: 

C 

• The  *EDI*PROFILE*SYSTEM*,  introduced  in  May  1988,  is 
an  EDI  transaction  set  definition  and  documentation  tool. 

- This  product  has  been  on  the  market  for  approximately  two 
years  and  is  used  by  all  industries  (from  grocery  with  UCS  to 
the  aerospace,  electronics,  and  utility  industries). 

- The  system  has  a $150  annual  subscription  fee. 

• *EDI*FOCUS*,  on-line  Module,  is  a user-interface  EDI 
translator  that  allows  an  end  user  to  send  and/or  receive  any 
EDI  document  and  create  responses,  edit,  print,  and  access  the 
network. 

- This  product  was  introduced  in  early  1989  and  is  currently 
used  by  many  Fortune  500  companies  and  their  associated 
trading  partners. 

- The  software  is  priced  at  $695  with  a $150  annual 
maintenance  fee. 

c 

• *EDI*FOCUS*,  System  Interface  Utility,  provides  file 
upload/download  programs  that  allow  users  to  interface  to 
existing  mainframes. 
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- This  product  was  introduced  in  June  1989  and  is  currently 
being  used  by  many  Fortune  500  companies.  It  is  being  set 
up  with  many  of  their  trading  partners. 

- The  software  is  priced  at  $1,500  with  a $300  annual 
maintenance  fee. 

• Baggerly  & Associates  currently  has  over  60  EDI  installations. 

Baggerly  & Associates  also  provides  a EDI  Implementation 
Service  that  includes  education,  transaction  set  definition,  and 
installation  and  test  of  networks  and  software. 


In  the  past,  the  company  has  sold  its  products  and  services  mostly 
to  the  aerospace  and  electronics  industries.  The  company's 
market  has  expanded  to  a range  of  industries,  including  health 
care,  grocery,  retail,  petrochemicals,  metals,  and  banking. 


Baggerly  & Associates  provides  EDI  products  and  services 
throughout  the  U.S.  and  Canada. 

In  addition  to  its  headquarters,  the  company  has  offices  in  San 
Diego,  Portland,  and  Dallas. 
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COMPANY  HIGHLIGHT 


BANK  OF  AMERICA  BUSINESS 
SERVICES 

555  California  Street 
San  Francisco,  CA  94137 
(415)  953-0990 


Francis  Wetzel,  Senior  Vice  President 
Unit  of  the  Global  Systems  Services 
Division  of  Bank  of  America 
Corporation 
Total  Employees;  1,401 
Total  Revenue,  Fiscal  Year  End 
12/31/82;  $76,800,000 


THE  COMPANY 

• Bank  of  America  Business  Services  operates  as  a strategic  business  unit  of 
Bank  of  America's  Global  Systems  Services  Division.  Bank  of  America  began 
providing  batch  payroll  processing  services  in  1958.  These  operations  are  now 
consolidated  under  Business  Services,  which  provides  batch  and  remote  batch 
processing  of  general  business  applications  to  over  13,600  clients  in  Cali- 
fornia. 

• Revenue  was  $76.8  million  in  1982,  an  increase  of  15%  over  $66.9  million  in 
1981.  A three-year  revenue  summary  follows; 


BANK  OF  AMERICA  BUSINESS  SERVICES 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM  ^ 

1982 

1981 

1980 

Revenue 

. Percent  increase 
from  previous  year 

$ 76,800 
15% 

$ 66,900 
15% 

$ 59,000 
N/A 

Approximately  one  percent  of  revenue  in  both  1982  and  1981  was  spent 
on  research  and  development. 

• Business  Services  had  1,401  employees  as  of  December  1982,  segmented  as 
follows; 


Marketing/sales  415 

Software  services/ 
customer  support  1 54 

Computer  operations  732 

General,  administrative, 
and  other  100 


1,401 
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• Business  Services'  major  competition  comes  from  Automatic  Data  Processing, 
Inc. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  97%  of  Business  Services'  1 982  revenue  was  derived  from  batch 
processing  of  general  business  and  industry  specialty  applications.  Three 
percent  of  revenue  was  from  remote  batch  payroll  processing  for  small  organ- 
izations. 

• Approximately  86%  of  1982  revenue  was  derived  from  the  following  four 
applications: 

Payroll  Management  Service  generated  $51.5  million,  or  67%  of  1982 
revenue.  The  service  handles  all  forms  of  payroll  processing  including 
salaried,  hourly,  commission,  and  bonuses.  Over  2 million  paychecks 
are  processed  each  month. 

. The  service  generates  a payroll  check  and  earnings  statement, 
earnings  register,  statistical  reports,  automatic  check  reconcili- 
ation and  check  and  savings  deposit,  and  IRA  and  Christmas 
Club  savings. 

. Payroll  management  computes  all  federal,  state,  and  local 
taxes,  earned  income  credit,  and  tax  disbursements  and  prepares 
payroll  tax  forms  (including  940,  941,  943,  W-2,  W-3,  DE  3,  and 
DE  43). 

. Basic  management  reports  include  job  cost,  union,  worker's 
compensation,  vacation  and  sick  leave  accrual,  EEO,  distribution 
by  pay  type,  and  cumulative  employee  compensation.  A wide 
variety  of  customized  management  reports  are  also  available. 

Management  Information  Service  (MIS)  generated  $9.5  million  or  12% 
of  1982  revenue.  MIS  uses  information  entered  from  any  or  all  of  other 
Business  Services'  systems  to  prepare  customized  management 
reports.  Information  regarding  calculations,  factors,  and  descriptions 
not  included  in  these  systems  may  be  entered  for  more  complete  re- 
porting. 

. Current-period  and  period-to-date  reports  with  budget  and 
variance  are  available. 

. Reports  include  job  cost,  vacation  accrual,  and  sales  analysis. 

. A variety  of  types  of  output  is  available,  including  printed 
reports,  punched  card,  magnetic  tape,  and  microfiche. 

The  Accounts  Receivable  Management  Service  generated  over  $3.3 
million,  or  4%  of  1982  revenue.  The  system  posts  entries,  ages  receiv- 
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ables,  calculates  finance  charges,  and  produces  statements  and  re- 
minder notices.  Statements  are  produced  monthly,  bimonthly,  quar- 
terly, or  annually.  Other  features  include: 

. Handling  of  revolving,  30-day,  repetitive,  and  contract  accounts. 

. Full  compliance  with  Truth-in-Lending  regulations. 

. Establishment  of  minimum  payment  schedules  and  finance 
charges. 

. Provision  of  a flexible  account  credit  rating  system. 

. Credit  information  based  on  historical  customer  activity. 

. Reports  covering  account  balance,  past  due  amounts,  minimum 
payments,  credit  limits,  and  calculated  credit  ratings. 

CALL  PAY®  , a payroll  system  designed  for  companies  with  up  to  25 
employees,  contributed  $2.1  million,  or  3%  of  1982  revenue.  Revenue 
derived  from  this  service  is  expected  to  more  than  double  in  1983.  The 
system  calculates  employee  pay  and  prepares  and  reports  on  payroll 
data.  CALL  PAY  automatically  calculates,  withholds,  and  deposits 
federal,  state,  and  payroll  taxes  and  prepares  and  files  tax  reports. 
The  service  also  prepares  and  signs  paychecks,  produces  earnings 
statements,  and  provides  W-2  forms  and  an  option  for  automatic 
deposits. 

. Payroll  data  Is  transmitted  via  pushbutton  telephone  to  a 
computer,  providing  prompts  for  necessary  data  entry  steps. 

. Within  two  working  days  of  telephone  input,  payroll  checks  and 
reports  are  available  for  pickup  at  a local  Bank  of  America 
branch  office. 

• The  remaining  14%  of  1982  revenue  was  derived  in  approximately  equal  pro- 
portions from  the  following  applications  and  services: 

Professional  Practice  Management  Service  (PPM)  is  designed  for 
doctors,  dentists,  and  other  healthcare  professionals.  PPM  produces 
and  mails  monthly  bills,  performs  insurance  claims  processing,  and 
provides  automatic  aging  and  delinquent  account  reporting. 

. Management  reports  include  a cumulative  billing  journal,  associ- 
ation recap  for  allocation  of  practice  income  and  expenses,  and 
patient  services  recap. 

. Optional  features  include  microfiche  reporting,  lockbox  remit- 
tance, and  patient  recall  notices. 
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Accounts  Payable  Management  Service  accepts  invoice  information; 
computes,  prints,  signs,  and  automatically  reconciles  payables  checks; 
reports  outstanding  obligations;  produces  automatic  discount  calcula- 
tions; and  provides  a listing  of  all  scheduled  future  payments  to  assist 
with  cash  management  decisions.  Customized  reports  can  be  obtained 
through  the  use  of  Business  Services'  MIS. 

. Standard  reports  and  statements  include  proof  of  input,  payables 
trial  balance,  repeats  and  delays  outstanding,  payment  register, 
and  presigned  cashier's  check  with  voucher  copy. 

. Optional  reports  include  company  master  and  vendor  list,  cash 
requirements,  aged  payables,  check  register,  outstanding  liabili- 
ties, custom  check,  labels,  and  vendor  number  list. 

General  Ledger  allows  the  client  to  access  information  from  Payroll 
Management,  Accounts  Receivables,  and  Accounts  Payables  Services. 
General  Ledger  automatically  posts  accruals  and  recurring  entries  and 
identifies  major  growth  areas,  income  producers,  and  contributors  to 
loss.  Reports  are  available  by  department,  division,  or  company  level 
and  can  be  consolidated  to  top  management  levels.  All  reports  are 
produced  in  accordance  with  the  company's  own  accounting  periods  and 
can  compare  prior-year,  present,  and  forecast  budgets.  The  system 
updates  budgets  based  on  sales  or  percentages. 

. Audit  trail  reports  include  proof  of  input,  general  ledger  listings, 
and  trial  balances. 

. Accounting  reports  and  statements  include  profit  and  loss  state- 
ments by  unit,  balance  sheet,  and  statement  of  changes  in 
financial  position  on  both  a working  capital  and  cash  basis. 

. Planning  and  analysis  reports  include  account  and  expense 
analysis  by  period  and  department. 

TRACS®  (Transportation  Reporting,  Accounting,  and  Control  Service) 
freight  billing  service  processes  and  pays  all  approved  U.S.  freight  bills 
for  the  shipper  or  the  receiver,  aids  in  distribution  and  cash  manage- 
ment decisions,  and  offers  optional  pre-audit  of  freight  bills.  Custom- 
ized reports  including  carrier  and  lane  analysis,  general  ledger  distribu- 
tion, and  transit  time  can  be  produced  through  use  of  Business  Services' 
MIS. 

Personnel  Information  Management  Service  is  a flexible  service  for  use 
by  personnel  departments.  A series  of  basic  reports  derived  from  a 
data  base  of  employee  information  is  offered,  along  with  reports 
customized  for  each  organization. 

. The  data  base  includes  information  on  employee  demographics; 
emergency  notification;  general  employment  data;  payroll  taxes; 
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salary,  pay,  and  deduction;  job  and  location  history;  health,  life, 
and  long-term  disability;  formal  education;  leave  of  absence; 
and  performance  review. 

. Basic  reports  include  wage  and  salary;  employee  benefits, 
history,  and  education;  equal  opportunity  and  affirmative  action; 
and  pay  and  deduction. 

. Control  reports  include  an  audit  register,  element  description 
table  and  transaction  register,  data  entry  error  listing,  and 
advice  of  charge. 

The  Data  Entry  Service  consists  of  providing  clients  with  keypunching 
services. 

• Batch  data  input  options  include  punched  80-column  cards,  magnetic  tapes, 
cassettes,  diskettes,  or  standardized  forms.  Clients  can  prepare  diskettes  on- 
site by  using  Datapoint  1500  or  Datacorder  II  equipment.  CALL  PAY  data  is 
entered  remotely  via  pushbutton  telephone. 

INDUSTRY  MARKETS 

• Business  Services'  1982  revenue  was  derived  from  clients  across  industry 
sectors,  primarily  in  manufacturing,  distribution,  and  services. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Business  Services'  1982  revenue  was  derived  from 
locations  throughout  California. 

• Marketing  headquarters  are  located  in  both  San  Francisco  and  Los  Angeles. 
Other  marketing  offices  are  located  in  Anaheim,  Bakersfield,  Chico,  Fresno, 
El  Monte,  Santa  Monica,  Modesto,  Oakland,  Panorama  City,  Sacramento,  San 
Diego,  Mountain  View,  Santa  Maria,  Santa  Rosa,  Stockton,  and  Ventura. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Business  Services  has  the  following  equipment  installed: 

In  San  Francisco: 

. I Burroughs  B 1 990,  B 1 800. 

. 2 IBM  Series/ Is,  RPS. 

. 2 Harris  1620s,  COS. 

In  Los  Angeles: 

. I Burroughs  B 1 885,  B 1 800. 

2 IBM  Series/ Is,  RPS. 

. 2 Harris  1620s,  COS. 

• The  majority  of  processing  is  performed  on  an  IBM  3033  located  in  the  Bank  of 
America's  central  data  processing  center  in  San  Francisco. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Services  (Legal) 


BaronData  Systems,  Inc. 

1700  Marina  Boulevard 
P.O.  Box  2193 
San  Leandro,  CA  94577 
(415) 352-8101 

CEO:  Charles  G.  Davis,  Jr.,  Chairman  and  CEO 
J.  Garrett  Fitzgibbons,  President  and  COO 
Public  Company,  OTC 
Founded:  1976 

Employees:  400  ( 1 0/86);  2 1 2 (3/3 1 /86) 

Revenue  (FYE  3/31/86):  $24,324,000;  (Six  Months  Ending  9/30/86):  $19,437,000 
Net  Income  (FYE  3/31/86):  $1,346,000;  (Six  Months  Ending  9/30/86):  $510,000 


The  Company:  BaronData  Systems  provides  turnkey  systems  to  the  legal  services 
and  medical  industries.  Fiscal  1986  revenue  increased  36%  over 
fiscal  I 985  revenue  of  $ 1 7.9  million. 

Sources  of  Revenue: 

Turnkey  Systems  (100%) 

Key  Products: 

Turnkey  Systems  (Utilizes  Convergent  Technology,  IBM,  Wang,  and  DEC 
computers) 

Each  of  BaronData's  markets  is  addressed  through  a separate,  wholly  owned 
subsidiary  or  company  division 

• Baron  Transcription  Systems  Division  markets  the  following  systems  to  the 
court  reporting  profession: 

OZ  Computer-Assisted  Transcription  (CAT)  system 

Baron  Personal  CAT^  ''^' expands  CAT  software  to  IBM  PC/XT,  PC/AT,  and 
compatibles 

Transcriptor''’^-  X is  a steno  type  writing  machine 

• Baron  Medical  Systems  Division  markets  to  hospital  medical  record 
departments 

Baron  Medical  Record  Management  System 

• Document  Automation  Corporation  markets  the  following  microcomputer- 
based  products  for  litigation  support  to  the  legal  profession: 

microText^''''- 

microLS^^' 

- AMICUS'^“- 
PC  Interface 
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• Informatics  Legal  Systems  markets  integrated  systems  for  office  automation 
to  the  legal  profession.  Specialized  tasks  provided  by  these  systems  include 
word  processing,  information  management,  financial  accounting,  and  litigation 
support. 

Target  Industries: 

Legal 

Medical 

Geographic  Markets: 

U.S.,  across  all  50  states 

Non-U.S.,  Canada,  England,  and  Australia 

Significant  Events: 

- In  August  1985,  BaronData  acquired  Document  Automation  Corporation,  a litiga- 
tion support  company  specializing  in  micro  and  minicomputer-based  products 

- In  November  1985,  Convergent  Technologies  purchased  40%  of  BaronData's  stock 
for  $14.6  million 

In  July  1986  BaronData  acquired  the  Informatics  Legal  Division  of  Sterling 
Software,  Inc.  Informatics'  Legal  Systems  reported  revenues  of  $32  million  for 
fiscal  1986 

Other: 

- BaronData's  products  are  marketed  through  a direct  sales  force.  Each  business 
unit  maintains  its  own  sales  and  marketing  organization 
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BARRISTER  INFORMATION 
SYSTEMS  CORPORATION 

465  Main  Street 
Buffalo,  NY  14203 
Phone:  (716)845-5010 
Fax:  (716)  845-5033 


Chairman,  President, 
and  CEO:  Henry  P.  Semmelhack 

Status:  Public  Corporation 

Stock  Exchange:  AMEX 

Total  Employees:  213  (Full-time) 

Total  Revenue:  $16,165,000 

Fiscal  Year  End:  3/31  /93 


Key  Points 

• Barrister  has  made  the  transition  from  offering  proprietary  hardware 
to  selling  and  installing  industry  standard  products,  such  as  PCs, 
LANs,  and  AS/400s  for  its  legal  systems. 

• In  October  1992,  Barrister  launched  Javelan™,  the  first  Windows- 
based  financial  management  software  package  for  law  firms  that 
operates  with  client/server  technology. 

• The  company  has  expanded  its  hardware  maintenance  services  to 
law  firms  and  other  clients  to  include  on-site  as  well  as  depot  repair 
services.  During  fiscal  1993,  a new  sales  staff  was  organized  and 
dedicated  to  expanding  revenues  in  this  area. 
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Barrister  Information  Systems  Corporation  markets,  and  supports 
integrated  turnkey  systems  and  associated  support  services  for  the  legal 
profession.  The  company  currently  markets  PC,  Windows,  LAN,  and 
AS/400-based  systems. 

Barrister  also  provides  on-site  and  depot  repair  equipment 
maintenance  services  outside  the  legal  market. 


The  company's  plans  for  fiscal  1994  call  for  growth  in  revenue  from 

products  and  services  and  a return  to  modest  profitability. 

• Additional  salespeople  were  hired  during  fiscal  1993  to  improve 
service  sales  to  existing  customers  as  well  as  to  prospects  outside  the 
company's  traditional  line  of  business. 

• It  is  expected  that  the  Javelan  product  will  contribute  to  increased 
sales. 

• Barrister  is  also  positioning  itself  as  an  outsourcing  contractor  for 
hardware  maintenance  services.  During  1993,  Barrister  received  a 
major  contract  award  from  a Fortune  100  company. 


Barrister's  fiscal  1993  revenue  was  $16.2  million,  a 6%  decrease  from 
fiscal  1992  revenue  of  $17.2  million.  Net  losses  were  $62,000, 
compared  to  net  losses  of  $2.2  million  for  fiscal  1992.  A five-year 
financial  summary  follows: 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$16,165 

$17,154 

$24,805 

$29,147 

$31,877 

• Percent  change 

from  previous  year 

(6%) 

(30%) 

(15%) 

(9%) 

(16%) 

Net  income  (loss) 

• Percent  change 

$(62) 

$(2,180) 

(a) 

$(8,152) 

(a) 

$(6,492) 

$(6,595) 

from  previous  year 

97% 

73% 

(19%) 

2% 

N/A 

Earnings  (loss)  per  share 
• Percent  change 

$(0.14) 

$(1.92) 

$(15.98) 

$(12.75) 

$(12.98) 

from  previous  year 

93% 

88% 

(25%) 

2% 

N/A 

(a)  Includes  restructuring  charges  of  $454,000  in  fiscal  1992  and  $4. 7 million  in  fiscal  199 1. 


Company 

Description 


Strategy 


Financials 
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Market 

Financials 


Barrister  management  attributes  fiscal  1993  results  to  the  following: 

■ Product  sales  grew  11%  during  fiscal  1993  as  a result  of  increased 
sales  to  customers  outside  the  legal  market.  However,  margins 
decreased  because  a larger  percentage  of  revenue  came  from  the 
sale  of  PC  and  network  products  with  inherently  low  margins. 

• Service  revenues  declined  11%  during  fiscal  1993  due  primarily  to 
clients  transitioning  to  PCs  and  LANs  from  Barrister's  proprietary 
products.  As  a result,  an  increased  percent  of  service  revenue  came 
from  the  maintenance  of  PC  and  LAN-based  products. 

Product  development  and  engineering  expenditures  were  $994,000  (6% 
of  revenue)  in  fiscal  1993,  $2.0  million  (12%  of  revenue)  in  fiscal  1992, 
and  $2.9  million  (12%  of  revenue)  in  fiscal  1991. 

Revenue  for  the  quarter  ending  July  2,  1993  reached  $4.4  million,  a 7% 
increase  over  $4.1  million  for  the  same  period  in  1992.  Net  losses  were 
$84,000,  compared  to  losses  of  $2,000  for  the  same  period  a year  ago. 

• Product  revenues  increased  14%  and  service  revenue  increased 
nearly  5%. 

• Losses  were  due  to  lower  margins  on  sales  in  an  extremely 
competitive  market. 


Barrister  derives  the  majority  of  its  revenue  from  the  legal  industry. 
The  company  has  also  installed  its  systems  in  state  and  local 
government  offices  and  provides  equipment  maintenance  services  to 
other  markets. 

Approximately  28%  of  Barrister's  fiscal  1993  revenue  was  derived  from 
new  turnkey  systems  sales  and  add-on  sales  of  hardware  and  software 
to  existing  clients.  The  remaining  72%  was  derived  from  support 
services  associated  with  the  installation,  implementation,  and 
maintenance  of  its  systems  and  equipment  maintenance  services 
provided  outside  the  legal  market. 

A three-year  summary  of  source  of  revenue  as  provided  by  Barrister 
follows: 
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BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Product  sales 

$4.6 

28% 

$4.1 

24% 

$9.2 

38% 

Services 

11.6 

72% 

13.1 

76% 

15.2 

62% 

TOTAL 

$16.2 

100% 

$17.2 

100% 

$24.4 

100% 

Geographic  Virtually  all  of  Barrister's  fiscal  1993  revenue  was  derived  from  the  U.S. 

Markets 

Barrister  maintains  offices  in  Atlanta  and  Tampa  (GA);  Braintree 
(MA);  Cherry  Hill  (NJ);  Chicago  (IL);  Cleveland  (OH);  Dallas  (TX); 
Denver  (CO);  Detroit  (MI);  Eagen  (MI);  Hartford  (CT);  Los  Angeles 
and  San  Diego  (CA);  Miami  (FL);  New  York  City  (NY);  Pittsburgh 
(PA);  and  Richmond  and  Arlington  (VA). 


Employees  As  of  June  1993,  Barrister  had  213  full-time  and  11  part-time 

employees. 


Key  Products 
and  Services 


Barrister  offers  turnkey  systems  and  associated  support  services  and 
hardware  maintenance  services. 

Turnkey  Systems: 

Barrister  markets  and  supports  integrated  minicomputer  and 
microcomputer-based  turnkey  systems  for  use  by  the  legal  profession. 
The  company  has  installed  more  than  3,500  systems  in  private  and 
public  sector  client  sites  throughout  the  U.S.  and  Canada. 

Current  products  include  the  following: 

• Javelan  is  a Windows-based  time  and  billing,  accounting,  and 
accounts  payable  system  for  medium  and  large  law  firms.  This  on- 
line, interactive  system  operates  on  PCs  in  a local-area  network  with 
DEC  servers  containing  the  law  firm's  data  base. 

• Barrister/Eagle  is  a IBM  AS/400-based  system  for  medium  law 
firms.  Applications  supported  include  time  and  billing,  cost 
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recovery,  conflict  of  interest  checking,  general  ledger,  budgeting, 
accounts  payable,  accounts  receivable,  check  writing,  trust 
accounting,  payroll,  and  financial  statements. 

• TimeManager™  is  a time  and  billing,  accounting,  and  accounts 
payable  system  for  smaller  law  firms  that  runs  in  DOS  and  Novell 
environments. 

Other  software  available  from  Barrister  includes: 

• Conflict  of  interest  checking  software 

• Docket  and  calendar  software 

• BridgeNet,  which  permits  Barrister  minicomputers  to  communicate 
with  PC  LANs. 

• Word  processing,  legal  case  management,  data  base  management 
packages,  electronic  spreadsheets,  and  other  commercially  available 
MS-DOS  programs  run  on  Barrister's  microcomputer-based  systems. 

Barrister  no  longer  markets,  but  continues  to  support  its  Advanced  Law 
Firm  Management  System  (ALFMS)  which  is  based  on  proprietary 
minicomputers.  It  is  anticipated  that  most  of  these  clients  will  migrate 
to  PC  and  LAN-based  systems. 

Support  Services: 

Maintenance  and  support  services  available  to  turnkey  system  clients 
include  hardware  and  software  installation,  LAN  design  and 
installation,  training,  full  service  equipment  maintenance,  extended 
maintenance  contracts,  software  program  subscription  service,  hotline 
service,  and  on-site  service. 

Barrister  Litigation  Support  Services  include  on-line  processing 
services,  case  requirement  analysis,  data  base  design,  document 
cataloging,  indexing,  abstracting  and  coding,  data  input,  and  data  base 
maintenance. 

Consulting  and  applications  support  is  offered  in  the  areas  of  litigation 
support,  data  base  management,  telecommunications,  financial 
management,  word  processing,  distributed  automation,  and  needs 
assessment. 

Barrister  also  provides  a facilities  management  service  for  customers 
involved  in  relocation  of  their  data  centers  or  offices. 
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Equipment  maintenance  services  are  available  to  turnkey  clients  and  to 
others  outside  the  legal  market.  A depot  repair  facility  is  located  in 
Buffalo. 

Marketing 
and  Sales 

Barrister  has  a direct  sales  force  to  market  its  products  and  services. 

Alliances 

Barrister  is  a remarketer  of  IBM  AS/400  computers  and  IBM 
microcomputers. 

Barrister  is  a remarketer  of  DEC  personal  computers,  files  servers,  and 
services. 

Barrister  is  a Solutions  Channel  provider  for  Microsoft.  This 
relationship  provides  Barrister  leads  for  NT  system  installs  and  other 
cooperative  marketing  arrangements. 

Clients 

Barrister  clients  include  approximately  14%  of  the  250  largest  private 
law  firms  in  the  U.S. 
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BARRISTER  INFORMATION 
SYSTEMS  CORPORATION 

One  Technology  Center 
45  Oak  Street 
Buffalo,  NY  14203 
Phone:  (716)845-5010 
Fax:  (716)845-0077 


Henry  P.  Semmelhack,  Chairman,  President, 
and  CEO 

Public  Corporation,  AMEX 
Total  Employees:  249  (Full-time) 

Total  Revenue,  Fiscal  Year  End 
3/31/91:  $24,805,000 


The  Company  Barrister  Information  Systems  Corporation  assembles,  markets,  and 

supports  integrated  turnkey  systems  and  associated  support  services 
for  the  legal  profession.  The  company  currently  markets 
proprietary  Barrister  minicomputer-based  systems,  IBM  AS/400- 
based  systems,  DEC  433  MP  systems,  and  MS-DOS-based  PC 
systems. 

• Barrister  was  founded  in  1972  as  the  Office  Automation  Division 
of  Comptek  Research,  Inc.  In  March  1972,  the  division  was  spun 
off  and  incorporated  to  form  Barrister. 

• In  July  1985,  Barrister  sold  500,000  shares  of  common  stock  in  an 
initial  public  offering,  resulting  in  net  proceeds  to  the  company  of 
approximately  $3.9  million.  In  July  1986,  an  additional  300,000 
shares  were  sold  in  a second  public  offering,  realizing  net 
proceeds  of  approximately  $4.2  million. 

• In  July  1989,  Barrister  purchased  certain  IBM  AS/400-based 
financial  management  software  for  law  firms  from  Legal  Eagle 
Software  Systems.  Barrister  now  markets  the  software  under  the 
name  Barrister/Eagle™. 

Barrister  has  sustained  significant  losses  from  operations  during  the 
past  three  years  due  primarily  to  serious  economic  weakness  in  the 
law  firm  marketplace,  increased  competition  from  other  personal 
computer  vendors  not  traditionally  in  the  legal  market,  and  delays 
in  completing  the  company's  Advanced  Law  Firm  Management 
System  (ALFMS).  Barrister  management  has  subsequently  taken 
the  following  actions: 

• A strategic  operating  plan  has  been  implemented  that 
emphasizes  the  company's  service  strengths,  deemphasizes 
product  sales,  and  controls  expenses. 
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- The  plan  includes  focusing  heavily  on  providing  services  to  the 
company's  existing  clients  and  the  expansion  of  service 
business  to  other  markets.  These  services  will  include 
personal  computer  and  local-area  network  (PC  LAN) 
equipment  maintenance,  systems  integration,  installation 
services,  training,  software  support,  consulting,  and  hotline 
support. 

- Product  offerings  will  be  based  on  the  industry  architectures  of 
PCs  and  LANs,  as  well  as  IBM  AS/400  and  UNIX-based 
systems. 

- As  a result  of  this  plan,  in  March  1991,  provision  was  made  for 
approximately  $4.7  million  in  restructuring  charges  which 
includes  the  write-off  of  obsolete  inventories  and  certain 
capitalized  software,  severance  on  staff  reductions,  and  costs 
of  reducing  leased  office  space. 

• The  debt  burden  of  the  company  was  restructured  in  early  1991 
to  reduce  interest  expenses. 

• In  late  1991,  Barrister  announced  an  agreement  with  DEC  to 
convert  ALFMS  to  operate  on  the  DEC  433  MP  system  running 
under  SCO  UNIX. 

Revenue  for  the  six  months  ending  September  27,  1991  was  $9.2 
million,  compared  to  $13.1  million  for  the  same  period  in  1990.  Net 
losses  for  the  period  were  $207,000,  compared  to  losses  of  nearly 
$1.1  million  for  the  same  period  a year  ago.  Though  reduced 
revenues  reflect  continuing  weakness  in  the  law  firm  market 
segment.  Barrister  did  report  a net  profit  of  $3,000  for  the  quarter 
ending  September  27,  1991. 

Barrister's  fiscal  1991  revenue  was  $24.8  million,  a 15%  decrease 
from  fiscal  1990  revenue  of  $29.1  million.  Net  losses  of  $7.7  million 
for  fiscal  1991  include  the  previously  discussed  restructuring  charges 
of  $4.7  million.  A five-year  financial  summary  follows: 
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BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

3/88 

3/87 

Revenue 

$24,805 

$29,147 

$31,877 

$37,710 

$33,269 

• Percent  change 
from  previous  year 

(15%) 

(9%) 

(16%) 

13% 

13% 

Income  (loss)  before 

$(7,746) 

$(6,492) 

$(8,270) 

$73 

$1,449 

taxes 

(a) 

• Percent  change 
from  previous  year 

(19%) 

21% 

* 

(95%) 

(52%) 

Net  income  (loss) 

$(7,746) 

$(6,492) 

$(6,595) 

$188 

$964 

• Percent  change 
from  previous  year 

(19%) 

2% 

llr 

(80%) 

(41%) 

Earnings  (loss)  per  share 

$(2.53) 

$(2.13) 

$(2.16) 

$0.06 

$0.32 

• Percent  change 
from  previous  year 

(19%) 

1% 

* 

(81%) 

(50%) 

Percent  change  exceeds  1,000%. 


(a)  Includes  restructuring  charges  of  $4. 7 million. 


Barrister  management  attributes  fiscal  1991  results  to  the  following: 

• Product  sales  declined  25%  during  fiscal  1991  due  to  a reduction 
of  approximately  56%  in  minicomputer  sales  and  a reductions  of 
approximately  41%  in  IBM  AS/400  system  sales. 

- The  reduction  in  minicomputer  sales  occurred 
notwithstanding  the  sale  of  sk  ALFMS  systems  during  fiscal 
1991. 

- Barrister  management  attributes  the  results  to  reduced  capital 
spending  by  law  firms  due  to  economic  conditions  and  the 
continued  move  by  the  market  to  PCs  and  away  from 
proprietary  systems. 

• Partially  offsetting  these  reductions  was  a 56%  increase  in 
microcomputer  sales.  Such  sales  now  are  in  excess  of  50%  of 
total  product  sales.  The  continuing  shift  of  sales  to 
microcomputer  products  once  again  had  a negative  impact  on 
margins. 

• Services  revenues  declined  7%  during  fiscal  1991  due  to  reduced 
levels  of  hardware  maintenance  revenues  due  to  the  expiration  of 
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service  contracts  and  the  replacement  of  high  cost  minicomputer 
products  with  lower  cost  PC  products.  Also,  lower  levels  of 
installation  and  training  revenues  were  realized  based  on  the 
reduced  volume  of  product  sales. 

Barrister  spent  approximately  $2.9  million  (12%  of  revenue)  in 
fiscal  1991,  $3.9  million  (13%  of  revenue)  in  fiscal  1990,  and  $4.6 
million  (14%  of  revenue)  in  fiscal  1989  for  product  development 
and  engineering  activities. 

As  of  June  1991,  Barrister  had  249  full-time  and  9 part-time 
employees,  compared  to  339  full-time  and  16  part-time  employees  a 
year  ago. 


Approximately  39%  of  Barrister's  fiscal  1991  revenue  was  derived 
from  new  turnkey  systems  sales  and  add-on  sales  of  hardware  and 
software  to  existing  clients.  The  remaining  61%  of  revenue  was 
derived  from  consulting  and  support  services  associated  with  the 
installation,  implementation,  and  maintenance  of  its  turnkey 
systems. 

A three-year  summary  of  source  of  revenue  follows: 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


• 

FISCAL  YEAR 

3/91 

3/90 

3/89 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Product  sales 

Microcomputer 

$5.1 

21% 

$3.3 

11% 

$2.9 

9% 

Minicomputer  (a) 

3.4 

14% 

7.5 

26% 

12.3 

39% 

AS/400 

1.1 

4% 

2.0 

7% 

- 

- 

$9.6 

39% 

$12.8 

44% 

$15.2 

48% 

Services 

$15.2 

61% 

$16.3 

56% 

$16.7 

52% 

TOTAL 

$24.8 

100% 

$29.1 

100% 

$31.9 

100% 

(a)  Includes  Barrister's  proprietary  minicomputer-based  system. 


Key  Products  and 
Services 


Barrister  assembles,  markets,  services,  and  supports  integrated 
minicomputer  and  microcomputer-based  turnkey  systems  for  use  by 
the  legal  profession.  The  company  has  installed  more  than  3,500 
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systems  in  private  and  public  sector  client  sites  throughout  the  U.S. 
and  Canada. 

Barrister's  Advanced  Law  Firm  Management  System  (ALFMS)  is 
based  on  proprietary  minicomputers  and  is  offered  primarily  to 
medium-  and  large-sized  law  offices,  generally  with  more  than  15 
attorneys. 

• Barrister  manufactures  substantially  all  of  the  CPUs  and 
peripheral  controllers  included  in  these  systems. 

- Barrister's  3000  series  computers,  introduced  during  fiscal 
1989,  have  a multiprocessor  design,  allowing  up  to  six  32-bit 
processors  in  a single  chassis.  Front-end  processing  is 
provided  by  a 16-bit  processor.  MBIX,  Barrister's  version  of 
the  UNIX  operating  system,  supports  the  company's  32-bit 
computer  line. 

- Up  to  50  CPUs  can  be  networked  using  Barrister/Net*^. 

• In  late  1991,  Barrister  announced  that  a version  of  ALFMS  was 
being  developed  for  DEC'S  433  MP  platform  and  SCO  UNIX. 

• Software  is  modular  and  functions  can  be  added  as  needed. 
Applications  available  include  the  following; 

- Financial  Management  and  Accounting 

Accounts  receivable 
Accounts  payable 
Budget  comparisons 
Comparative  profit  and  loss 
Bank  balance  statements 
Cash  flow  analysis 

Automatic  check  writing  and  reconciliation 

File  indexing 

Timekeeping 

Client  billing 

Report  generation 

Financial  modeling 

- Word  Processing 

WordManager"™ 

- Electronic  Mail 

Barrister/Messager™ 
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- Relational  Data  Base  Management  Software 

Docketing 
Litigation  support 
Case  tracking 

Conflict  of  interest  monitoring 
Personnel  records 
File  room  indices 
Legal  brief  banks 
Library  card  catalogs 

- Telecommunications  and  Networking 

Barrister/Net,  a local-area  network  linking 
up  to  50  CPUs 

Data  transfer  between  offices 
Interfaces  to  IBM  PCs 
Interfaces  to  copier  control  and  telephone 
management  systems  for  client  billing 
Interfaces  to  commercial  ASCII  data  bases 

Barrister  also  markets  and  supports  Barrister/Eagle  software  for 
IBM  AS/400  computers. 

• Applications  supported  include  time  and  billing,  cost  recovery, 
conflict  of  interest  checking,  general  ledger,  budgeting,  accounts 
payable,  accounts  receivable,  check  writing,  trust  accounting, 
payroll,  and  financial  statements. 

• Barrister  is  an  industry  remarketer  for  IBM  AS/400  systems. 

• Barrister  also  offers  IBM  and  third-party  software  for  this  system. 

Barrister  also  develops  and  markets  microcomputer-based  turnkey 
systems  to  small  law  offices  and  microcomputer  networks  to  law 
firms  of  all  sizes. 

• Software  available  for  the  small  law  office  includes  the  following: 

- B&TA™,  a billing  and  time  accounting  system 

- ALFA™,  an  accounts  payable  and  general  ledger  system 

- RESPA + ™,  a residential  real  estate  settlement  system 

- DELTA™,  a docket  control  system 
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Industry  Markets 


Geographic 

Markets 


- In  addition,  word  processing,  legal  case  management,  data 
base  management  packages,  electronic  spreadsheets,  and 
other  commercially  available  MS-DOS  programs  run  on 
Barrister's  microcomputer-based  systems. 

• Barrister  also  offers  microsystem  networking  capabilities  to 
multiuser  installations  where  information  sharing  is  required. 
Microcomputers  are  networked  using  either  LattisNet,  or 
ARCNET  LANs  with  Novell's  Netware  operating  system 
software. 

Maintenance  and  support  services  available  to  turnkey  system 
clients  include  hardware  and  software  installation,  training,  full 
service  equipment  maintenance,  extended  maintenance  contracts, 
software  program  subscription  service,  hotline  service,  and  on-site 
service.  Barrister  has  also  begun  offering  third-party  hardware 
maintenance  services  to  law  firms  in  selected  geographic  markets. 

Barrister  Litigation  Support  Services  include  on-line  processing 
services,  case  requirement  analysis,  data  base  design,  document 
cataloging,  indexing,  abstracting  and  coding,  data  input,  and  data 
base  maintenance. 

Consulting  and  applications  support  is  offered  in  the  areas  of 
litigation  support,  data  base  management,  telecommunications, 
financial  management,  word  processing,  distributed  automation, 
and  needs  assessment. 

Barrister  also  provides  a facilities  management  service  for 
customers  involved  in  relocation  of  their  data  centers  or  offices. 


Barrister  derives  the  majority  of  its  revenue  from  the  legal  industry. 
The  company  has  also  installed  its  systems  in  state  and  local 
government  offices. 

Barrister  clients  include  approximately  14%  of  the  250  largest 
private  law  firms  in  the  U.S. 


Virtually  all  of  Barrister's  fiscal  1991  revenue  was  derived  from  the 
U.S. 

Barrister  maintains  offices  in  Atlanta  (GA);  Cherry  Hill  (NJ); 
Chicago  (IL);  Cleveland  (OH);  Dallas  (TX);  Denver  (CO);  Detroit 
(MI);  Glastonbury  (CT);  Los  Angeles  and  San  Diego  (CA);  Miami 
(FL);  Minneapolis  (MN);  New  York  City  (NY);  and  Richmond  and 
Arlington  (VA). 
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COMPANY  PROFILE 


BARRISTER  INFORMATION 
SYSTEMS  CORPORATION 

One  Technology  Center 
45  Oak  Street 
Buffalo,  NY  14203 
(716)  845-5010 


Henry  P.  Semmelhack,  Chairman, 
President,  and  CEO 
Public  Corporation,  AMEX 
Total  Employees:  339  (Full-time) 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $29,147,000 


The  Company  Barrister  Information  Systems  Corporation  assembles,  markets, 

and  supports  integrated  turnkey  systems  and  associated  support 
services  for  the  legal  profession. 

• Barrister  was  founded  in  1972  as  the  Office  Automation 
Division  of  Comptek  Research,  Inc.  In  March  1972,  the 
division  was  spun  off  and  incorporated  to  form  Barrister. 

• In  July  1985,  Barrister  sold  500,000  shares  of  common  stock  in 
an  initial  public  offering,  resulting  in  net  proceeds  to  the 
company  of  approximately  $3.9  million.  In  July  1986,  an 
additional  300,000  shares  were  sold  in  a second  public  offering, 
realizing  net  proceeds  of  approximately  $4.2  million. 

Barrister's  strategy  is  to  continue  to  develop  its  business  in  three 
key  markets  segments:  microcomputers  and  local-area  networks 
(LANs),  UNIX-based  systems,  and  IBM  AS/400-based  systems. 

• The  company  will  focus  on  its  distribution  capabilities,  strong 
service  and  support  organization,  and  the  depth  and  size  of  its 
client  base.  Barrister  has  also  begun  providing  third-party 
maintenance  services  to  law  firms  within  its  geographic 
markets. 

• Barrister  has  adopted  industry  standards  in  all  of  its  hardware 
and  software  products,  allowing  the  company  greater  agility  in 
establishing  strategic  partnerships  and  evaluating  and  acquiring 
new  products  from  outside  sources. 

• Future  investments  in  new  products  will  represent  a smaller 
percentage  of  revenue  than  in  the  past,  because  the  company 
will  be  acquiring  more  of  its  products  from  outside  developers. 

• In  July  1989,  Barrister  purchased  certain  software  from  Legal 
Eagle  Software  Systems,  Inc.  for  $875,000. 
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- Legal  Eagle  provided  IBM  AS/400  financial  management 
software  to  law  firms.  Barrister  will  market  the  products  as 
the  Barrister/Eagle™  Series. 

- As  a result  of  the  acquisition.  Barrister  has  formed  a 
strategic  relationship  with  IBM  as  an  Industry  Remarketer  of 
IBM  AS/400  and  PS/2  computers.  Barrister  now  offers  the 
Barrister/Eagle  Series  with  the  AS/400.  PS/2  computers 
can  be  networked  with  the  AS/400,  System/36,  or  the 
Barrister  3000  series  computers. 

Barrister's  fiscal  1990  revenue  was  $29.1  million,  a 9%  decrease 
from  fiscal  1989  revenue  of  $31.9  million.  Net  losses  were  $6.5 
million  in  fiscal  1990,  compared  to  losses  of  $6.6  million  in  fiscal 
1989.  A five-year  financial  summary  follows: 

BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  change 

$29,147 

$31,877 

$37,710 

$33,269 

$29,331 

from  previous  year 

(9%) 

(16%) 

13% 

13% 

36% 

Income  (loss)  before 
taxes 

• Percent  change 

$(6,492) 

$(8,270) 

$73 

$1,449 

$3,020 

from  previous  year 

21% 

* 

(95%) 

(52%) 

130% 

Net  income  (loss) 

$(6,492) 

$(6,595) 

$188 

$964 

$1,645 

• Percent  change 

(a) 

from  previous  year 

2% 

if 

(80%) 

(41%) 

51% 

Earnings  (loss)  per 
share 

$(2.13) 

$(2.16) 

$0.06 

$0.32 

$0.64 

• Percent  change 

from  previous  year 

1% 

4r 

(81%) 

(50%) 

10% 

* Percent  change  exceeds  1,000%. 

(a)  Includes  a $560,000  benefit  from  the  cumulative  effect  of  a change  in  accounting  principles. 
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Barrister  management  attributes  fiscal  1990  results  to  the 
following: 

• Minicomputer  system  sales  declined  38%  during  fiscal  1990  due 
to  the  continued  trend  in  the  market  towards  microcomputers 
and  the  delay  in  the  completion  of  the  company's  Advanced 
Law  Firm  Financial  Management  System  (ALFMS). 
Consequently,  sales  of  support  services  also  declined,  reflecting 
the  lower  level  of  product  sales. 

• Barrister  management  also  attributes  revenue  declines  to  law 
firms  slowing  their  capital  investment  purchases  decisions 
during  fiscal  1990  due  to  reduced  merger  and  acquisition  work, 
problems  in  the  savings  and  loans  industry,  weakness  in  the  real 
estate  sector  and  other  general  economic  factors. 

• The  reduction  in  the  company's  traditional  minicomputer 
business  was  partially  offset  by  a 14%  increase  in 
microcomputer  system  sales  and  sales  of  nearly  $2  million  from 
the  Barrister/Eagle  Series  product  line. 

• Barrister  management  has  implemented  staff  reductions  and 
other  cost-cutting  measures  to  improve  results  for  fiscal  1991. 

Barrister  spent  approximately  $3.9  million  (13%  of  revenue)  in 
fiscal  1990,  $4.6  million  (14%  of  revenue)  in  fiscal  1989,  and  $4.4 
million  (12%  of  revenue)  in  fiscal  1988  for  product  development 
and  engineering  activities. 

As  of  June  1990,  Barrister  had  339  full-time  employees  and  16 
part-time  employees. 


Key  Products  and  Approximately  44%  of  Barrister's  fiscal  1990  revenue  was  derived 
Services  from  new  turnkey  systems  sales  and  add-on  sales  of  hardware  and 

software  to  existing  clients.  The  remaining  56%  of  revenue  was 
derived  from  consulting  and  support  services  associated  with  the 
installation,  implementation,  and  maintenance  of  its  turnkey 
systems. 

A three-year  summary  of  source  of  revenue  follows: 
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BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Product  sales  (a) 
• Minicomputer 

$7.5 

26% 

$12.3 

39% 

$20.5 

54% 

• Microcomputer 

3.3 

11% 

2.9 

9% 

2.0 

6% 

• Barrister/Eagle 

2.0 

7% 

— 

— 

.. 

$12.8 

44% 

$15.2 

48% 

$22.5 

60% 

Services 

$16.3 

56% 

$16.7 

52% 

$15.2 

40% 

TOTAL 

$29.1 

100% 

$31.9 

100% 

$37.7 

100% 

(a)  Includes  add-on  sales  to  existing  customers  of  approximately  $9.5  million  in  fiscal  1990,  $10.8 
million  in  fiscal  1989,  and  $14.9  million  in  fiscal  1988.  Add-on  sales  include  additional  operator 
workstations,  printers,  disk  storage,  and  software  options. 


Barrister  assembles,  markets,  services,  and  supports  integrated 
minicomputer  and  microcomputer-based  turnkey  systems  for  use 
by  the  legal  profession.  The  company  has  installed  more  than 
3,500  systems  in  private  and  public  sector  client  sites  throughout 
the  U.S.  and  Canada. 

Barrister's  Law  Office  Management  Systems  are  based  on 
proprietary  minicomputers  and  are  offered  primarily  to  medium- 
and  large-sized  law  offices,  generally  with  more  than  15  attorneys. 

• Barrister  manufactures  substantially  all  of  the  CPUs  and 

peripheral  controllers  included  in  these  systems. 

- The  company's  earlier  generation  systems  use  16-bit 
processors  and  Barrister's  MBOS  operating  system. 

- Barrister's  3000  series  computers,  introduced  during  fiscal 
1989,  have  a multiprocessor  design,  allowing  up  to  six  32-bit 
processors  in  a single  chassis.  Front-end  processing  is 
provided  by  a 16-bit  processor.  MBIX,  Barrister's  version  of 
the  UNIX  operating  system,  supports  the  company's  32-bit 
computer  line. 

• Software  is  modular  and  functions  can  be  added  as  needed. 

Applications  available  include  the  following: 


Page  4 of  7 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


July  1990 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 


INPUT 


- Financial  Management  and  Accounting 

• Accounts  receivable 

• Accounts  payable 

• Budget  comparisons 

• Comparative  profit  and  loss 

• Bank  balance  statements 

• Cash  flow  analysis 

• Automatic  check  writing  and  reconciliation 

• File  indexing 

• Timekeeping 

• Client  billing 

• Report  generation 

• Financial  modeling 

- Word  Processing 

• WordManager™ 

- Electronic  Mail 

• Barrister/Messager™ 

- Relational  Data  Base  Management  Software 

• Docketing 

• Litigation  support 

• Case  tracking 

• Conflict  of  interest  monitoring 

• Personnel  records 

• File  room  indices 

• Legal  brief  banks 

• Library  card  catalogs 

- Telecommunications  and  Networking 

• Barrister/Net,  a local-area  network  linking 
up  to  50  CPUs 

• Data  transfer  between  offices 

• Interfaces  to  IBM  PCs 

• Interfaces  to  copier  control  and  telephone 
management  systems  for  client  billing 

• Interfaces  to  commercial  ASCII  data  bases 

Barrister  also  develops  and  markets  microcomputer-based  turnkey 
systems  to  small  law  offices  and  microcomputer  networks  to  law 
firms  of  all  sizes. 
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• Software  available  for  the  small  law  office  includes  the 
following: 

- B&TA™,  a billing  and  time  accounting  system 

- ALFA™,  an  accounts  payable  and  general  ledger  system 

- RESPA +™,  a residential  real  estate  settlement  system 

- DELTA™,  a docket  control  system 

- In  addition,  word  processing,  legal  case  management,  data 
base  management  packages,  electronic  spreadsheets,  and 
other  commercially  available  MS-DOS  programs  run  on 
Barrister's  microcomputer-based  systems. 

• Barrister  also  offers  microsystem  networking  capabilities  to 
multiuser  installations  where  information  sharing  is  required. 
Microcomputers  are  networked  using  either  Ethernet, 

LattisNet,  or  ARCNET  LANs  with  Novell's  Netware  operating 
system  software. 

Barrister  also  markets  and  supports  the  Barrister/Eagle  Series  of 
systems  for  IBM  AS/400  computers. 

• Applications  supported  include  time  and  billing,  cost  recovery, 
conflict  of  interest  checking,  general  ledger,  budgeting,  accounts 
payable,  accounts  receivable,  check  writing,  trust  accounting, 
payroll,  and  financial  statements. 

Maintenance  and  support  services  available  to  turnkey  system 
clients  include  hardware  and  software  installation,  training,  full 
service  equipment  maintenance,  extended  maintenance  contracts, 
software  program  subscription  service,  hotline  service,  and  on-site 
service.  Barrister  has  also  begun  offering  third-party  hardware 
maintenance  services  to  law  firms  in  selected  geographic  markets. 

Barrister  Litigation  Support  Services  include  on-line  processing 
services,  case  requirement  analysis,  data  base  design,  document 
cataloging,  indexing,  abstracting  and  coding,  data  input,  and  data 
base  maintenance. 

Consulting  and  applications  support  is  offered  in  the  areas  of 
litigation  support,  data  base  management,  telecommunications, 
financial  management,  word  processing,  distributed  automation, 
and  needs  assessment. 


Page  6 of  7 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


July  1990 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 


INPUT 


Barrister  also  provides  a facilities  management  service  for 
customers  involved  in  relocation  of  their  data  centers  or  offices. 

Industry  Markets 

Barrister  derives  the  majority  of  its  revenue  from  the  legal 
industry.  The  company  has  also  installed  its  systems  in  state  and 
local  government  offices. 

• Barrister  clients  include  in  excess  of  15%  of  the  500  largest 
private  law  firms. 

Geographic 

Markets 

Virtually  all  of  Barrister's  fiscal  1990  revenue  was  derived  from  the 

U.S. 

Barrister  maintains  offices  in  Buffalo  and  New  York  City  (NY); 
Atlanta  (GA);  Charlotte  (NC);  Cherry  Hill  (NJ);  Chicago  (IL); 
Cleveland  (OH);  Dallas  and  Houston  (TX);  Denver  (CO);  Detroit 
(MI);  Hartford  (CT);  Los  Angeles  and  San  Diego  (CA);  Miami 
(FL);  and  Richmond  and  Arlington  (VA). 

Computer 

Hardware 

Barrister  operates  a variety  of  its  own  minicomputer  and 
microcomputer  systems  and  various  Data  General  Eclipse 
computers  in  its  offices. 
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COMPANY  PROFILE 


BARRISTER  INFORMATION 
SYSTEMS  CORPORATION 

One  Technology  Center 
45  Oak  Street 
Buffalo,  NY  14203 
(716)  845-5010 


Henry  P.  Semmelhack,  Chairman, 
President,  and  CEO 
Public  Corporation,  AMEX 
Total  Employees;  414  (Full-time) 
Total  Revenue,  Fiscal  Year  End 
3/31/89:  $31,877,000 


The  Company  Barrister  Information  Systems  Corporation  assembles,  markets, 

and  supports  integrated  turnkey  systems  and  associated  support 
services  for  the  legal  profession. 

• Barrister  was  founded  in  1972  as  the  Office  Automation 
Division  of  Comptek  Research,  Inc.  In  March  1972,  the 
division  was  spun  off  and  incorporated  to  form  Barrister. 

• In  July  1985,  Barrister  sold  500,000  shares  of  common  stock  in 
an  initial  public  offering,  resulting  in  net  proceeds  to  the 
company  of  approximately  $3.9  million.  In  July  1986,  an 
additional  300,000  shares  were  sold  in  a second  public  offering, 
realizing  net  proceeds  of  approximately  $4.2  million. 

Barrister's  strategy  is  to  continue  to  develop  its  business  in  three 
key  markets  segments:  microcomputers  and  local  area  networks 
(LANs),  UNIX-based  systems,  and  IBM  AS/400-based  systems. 

• The  company  will  focus  on  its  distribution  capabilities,  strong 
service  and  support  organization,  and  the  depth  and  size  of  its 
client  base.  Barrister  has  also  begun  providing  third-party 
maintenance  services  to  law  firms  within  its  geographic 
markets. 

• Barrister  has  adopted  industry  standards  in  all  of  its  hardware 
and  software  products,  allowing  the  company  greater  agility  in 
establishing  strategic  partnerships  and  evaluating  and  acquiring 
new  products  from  outside  sources. 

• Future  investments  in  new  products  will  represent  a smaller 
percentage  of  revenue  than  in  the  past,  because  the  company 
will  be  acquiring  more  of  its  products  from  outside  developers. 

• In  July  1989,  Barrister  purchased  certain  software  from  Legal 
Eagle  Software  Systems,  Inc.  for  200,000  shares  of  Barrister 
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common  stock,  $225,000  in  cash,  and  a $75,000  convertible 
subordinated  debenture. 

- Legal  Eagle  provided  IBM  AS/400  financial  management 
software  to  law  firms.  Barrister  will  market  the  products  as 
the  Barrister/Eagle™  Series. 

- As  a result  of  the  acquisition.  Barrister  has  formed  a 
strategic  relationship  with  IBM  as  an  Industry  Remarketer  of 
IBM  AS/400,  System/36,  and  PS/2  computers.  Barrister  will 
offer  the  Barrister/Eagle  Series  with  the  AS/400  and 
System/36.  PS/2  computers  can  be  networked  with  the 
AS/400,  System/36,  or  the  Barrister  3000  series  computers. 

Barrister's  fiscal  1989  revenue  was  $31.9  million,  a 16%  decrease 
from  fiscal  1988  revenue  of  $37.7  million.  Net  losses  were  $6.6 
million  in  fiscal  1989,  compared  to  net  income  of  $188,000  in  fiscal 
1988.  A five-year  financial  summary  follows: 

BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/89 

3/88 

3/87 

3/86 

3/85 

Revenue 

• Percent  increase 

$31,877 

$37,710 

$33,269 

$29,331 

$21,642 

(decrease)  from 
previous  year 

(16%) 

13% 

13% 

36% 

31% 

Income  (loss)  before 
taxes 

• Percent  increase 

$(8,270) 

$73 

$1,449 

$3,020 

$1,314 

(decrease)  from 
previous  year 

* 

(95%) 

(52%) 

130% 

888% 

Net  income  (loss) 

• Percent  increase 

$(6,595) 

$188 

$964 

$1,645 

$1,089 

(decrease)  from 
previous  year 

★ 

(80%) 

(41%) 

51% 

793% 

Earnings  (loss)  per 
share 

$(2.16) 

$0.06 

$0.32 

$0.64 

$0.58 

♦ Percent  increase 

(decrease)  from 
previous  year 

* 

(81%) 

(50%) 

10% 

729% 

* Percent  change  exceeds  1,000%. 
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Barrister  management  attributes  fiscal  1989  results  to  the 
following: 

• Delays  in  completing  certain  products  caused  some  of  the 
company's  existing  clients  to  defer  purchases  or  seek  alternative 
products. 

- Barrister's  Advanced  Law  Firm  Management  System 
(ALFMS)  was  scheduled  for  completion  last  year,  but  is  now 
scheduled  for  release  in  fiscal  1990. 

- The  company's  MBIX™  operating  system  and  32-bit 
computers  were  to  be  available  early  in  fiscal  1989,  but  were 
not  installed  in  quantity  until  late  in  the  year. 

• The  legal  office  automation  market's  rapid  movement  to 
microcomputers  and  standard  "open"  architectures  increased  • 
Barrister's  microcomputer  business,  but  did  not  compensate  for 
the  40%  decline  in  minicomputer  sales. 

• Significantly  smaller  margins  in  the  PC  LAN  market  affected 
earnings. 

Barrister  spent  approximately  $4.6  million  (14%  of  revenue)  in 
fiscal  1989,  $4.4  million  (12%  of  revenue)  in  fiscal  1988,  and  $4 
million  (12%  of  revenue)  in  fiscal  1987  for  product  development 
and  engineering  activities. 

Revenue  for  the  sbc  months  ending  September  30,  1989  was  $14.4 
million,  compared  to  $15.1  million  for  the  same  period  in  1988. 

Net  losses  were  approximately  $3.1  million,  compared  to  net  losses 
of  $1.8  million  for  the  same  period  a year  ago.  Last  year's  six- 
month  net  results  included  tax  credits  of  $1.4  million. 

• Results  were  attributed  primarily  to  lower-than-anticipated 
sales  of  minicomputer  products  to  new  accounts.  Delays  in 
closing  several  contracts  for  add-on  sales  to  existing  clients  also 
adversely  affected  sales. 

As  of  June  1989,  Barrister  had  414  full-time  employees  and  14 
part-time  employees.  Full-time  employees  are  segmented 
approximately  as  follows: 
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Marketing  20 

Product  sales  and  support  37 

Product  service/application  support  200 

Product  development  and  engineering  61 

Clerical  73 

Manufacturing  and  material  handling  11 

General  and  administrative  12 


414 


Key  Products  and  Approximately  48%  of  Barrister's  fiscal  1989  revenue  was  derived 
Services  from  new  turnkey  systems  sales  and  add-on  sales  of  hardware  and 

software  to  existing  clients.  The  remaining  52%  of  revenue  was 
derived  from  consulting  and  support  services  associated  with  the 
installation,  implementation,  and  maintenance  of  its  turnkey 
systems. 

A three-year  summary  of  source  of  revenue  follows: 

BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FiSCAL  YEAR 

3/89 

3/88 

3/87 

ITEM 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Product  sales  (a) 
• Minicomputer 

$12.3 

39% 

$20.5 

54% 

$20.2 

61% 

• Microcomputer 

2.9 

9% 

2.0 

6% 

1.4 

4% 

$15.2 

48% 

$22.5 

60% 

$21.6 

65% 

Services 

$16.7 

52% 

$15.2 

40% 

$11.7 

35% 

TOTAL 

$31.9 

100% 

$37.7 

100% 

$33.3 

100% 

(a)  Includes  add-on  sales  to  existing  customers  of  approximately  $10.8  million  in  fiscal  1989,  $14.9 
million  in  fiscal  1988,  and  $16.7  million  in  fiscal  1987.  Add-on  sales  include  additional  operator 
workstations,  printers,  disk  storage,  and  software  options. 


Barrister  assembles,  markets,  services,  and  supports  integrated 
minicomputer  and  microcomputer-based  turnkey  systems  for  use 
by  the  legal  profession.  The  company  has  installed  more  than 
1,900  systems  in  private  and  public  sector  client  sites  throughout 
the  U.S.  and  Canada. 
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Barrister's  Law  Office  Management  Systems  are  based  on 
proprietary  minicomputers  and  are  offered  primarily  to  medium- 
and  large-sized  laws  offices,  generally  with  more  than  15  attorneys. 

• Barrister  manufactures  substantially  all  of  the  CPUs  and 
peripheral  controllers  included  in  these  systems. 

- The  company’s  earlier  generation  systems  use  16-bit 
processors  and  Barrister's  MBOS  operating  system. 

- Barrister's  3000  series  computers,  introduced  during  fiscal 
1989,  have  a multiprocessor  design,  allowing  up  to  six  32-bit 
processors  in  a single  chassis.  Front  end  processing  is 
provided  by  a 16-bit  processor.  MBIX,  Barrister's  version  of 
the  UNIX  operating  system,  supports  the  company's  32-bit 
computer  line. 

• Software  is  modular  and  functions  can  be  added  as  needed. 
Applications  available  include  the  following: 

- Financial  Management  and  Accounting 

• Accounts  receivable 

• Accounts  payable 

• Budget  comparisons 

• Comparative  profit  and  loss 

• Bank  balance  statements 

• Cash  flow  analysis 

• Automatic  checkwriting  and  reconciliation 

• File  indexing 

• Timekeeping 

• Client  billing 

• Report  generation 

• Financial  modeling 

- Word  Processing 

• WordManager™ 

- Electronic  Mail 

• Barrister/Messager™ 

- Relational  Data  Base  Management  Software 

• Docketing 

• Litigation  support 

• Case  tracking 
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• Conflict  of  interest  monitoring 

• Personnel  records 

• File  room  indices 

• Legal  brief  banks 

• Library  card  catalogs 

- Telecommunications  and  Networking 

• Barrister/Net,  a local  area  network  linking 
up  to  50  CPUs 

• Data  transfer  between  offices 

• Interfaces  to  IBM  PCs 

• Interfaces  to  copier  control  and  telephone 
management  systems  for  client  billing 

• Interfaces  to  commercial  ASCII  data  bases 

Barrister  also  develops  and  markets  microcomputer-based  turnkey 
systems  to  small  law  offices  and  microcomputer  networks  to  law 
firms  of  all  sizes, 

• Software  available  for  the  small  law  office  includes  the 
following: 

- B&TA™,  a billing  and  time  accounting  system 

- ALFA™,  an  accounts  payable  and  general  ledger  system 

- RESPA+™,  a residential  real  estate  settlement  system 

- DELTA™,  a docket  control  system 

- In  addition,  word  processing,  legal  case  management,  data 
base  management  packages,  electronic  spreadsheets,  and 
other  commercially  available  MS-DOS  programs  run  on 
Barrister's  microcomputer-based  systems. 

• Barrister  also  offers  microsystems  networking  capabilities  to 
multi-user  installations  where  information  sharing  is  required. 
Microcomputers  are  networked  using  either  Ethernet, 

LattisNet,  or  ARCNET  LANs  with  Novell's  Netware  operating 
system  software. 

Barrister  also  markets  and  supports  the  Barrister/Eagle  Series  of 
systems  for  IBM  AS/400  computers. 

• Applications  supported  include  time  and  billing,  cost  recovery, 
conflict  of  interest  checking,  general  ledger,  budgeting. 
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Industry  Markets 


Geographic 

Markets 


accounts  payable,  accounts  receivable,  check  writing,  trust 
accounting,  payroll,  and  financial  statements. 

Maintenance  and  support  services  available  to  turnkey  system 
clients  include  hardware  and  software  installation,  training,  full 
service  equipment  maintenance,  extended  maintenance  contracts, 
software  program  subscription  service,  hotline  service,  and  on-site 
service.  Barrister  has  also  begun  offering  third-party  hardware 
maintenance  services  to  law  firms  in  selected  geographic  markets. 

Barrister  Litigation  Support  Services  include  on-line  processing 
services,  case  requirement  analysis,  data  base  design,  document 
cataloging,  indexing,  abstracting  and  coding,  data  input,  and  data 
base  maintenance. 

Consulting  and  applications  support  is  offered  in  the  areas  of 
litigation  support,  data  base  management,  telecommunications, 
financial  management,  word  processing,  distributed  automation, 
and  needs  assessment. 

Barrister  also  provides  a facilities  management  service  for 
customers  involved  in  relocation  of  their  data  centers  or  offices. 


Barrister  derives  virtually  all  of  its  revenue  from  the  legal  industry. 
Barrister  has  installed  systems  in  over  350  law  firms. 

• Barrister  clients  include  in  excess  of  10%  of  the  500  largest 
private  law  firms. 

• The  company  has  also  installed  its  systems  in  state  and  local 
government  offices. 


Virtually  all  of  Barrister's  fiscal  1989  revenue  was  derived  from  the 
U.S. 

Barrister  maintains  offices  in  Buffalo  and  New  York  City  (NY); 
Atlanta  (GA);  Baltimore  (MD);  Chicago  (IL);  Cleveland  (OH); 
Dallas  and  Houston  (TX);  Denver  (CO);  Detroit  (MI);  Hartford 
(CT);  Los  Angeles  and  San  Francisco  (CA);  Miami  and  Tampa 
(FL);  Bloomington  (MN);  New  Orleans  (LA);  Philadelphia  (PA); 
and  Richmond  and  Arlington  (VA). 
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Computer  Barrister  operates  a variety  of  its  own  minicomputer  and 

Hardware  microcomputer  systems  and  various  Data  General  Eclipse 

computers  in  its  offices. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  FEBRUARY  1986 


BARRISTER  INFORMATION  SYSTEMS 
CORPORATION 

One  Technology  Center 
45  Oak  Street 
Buffalo,  NY  14203 
(716)  845-5010 


Henry  P.  Semmelhack,  Chairman, 
President,  and  CEO 
Public  Corporation,  AMEX 
Total  Employees;  467  (Full-time) 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $33,269,000 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 

($  thousands,  except  per  share  data) 


(a)  Financials  prior  to  fiscal  1986  have  been  restated  to  reflect  the  June  1985 
acquisition  of  Chelsea  Systems,  Inc.,  which  was  accounted  for  as  a pooling-of- 
interests. 


(b)  Percent  change  exceeds  1,000%. 

• Barrister  management  attributes  lower  than  anticipated  results  In  fiscal  1987 
to  the  following: 
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Several  regions  of  the  company's  sales  organization  performed  below 
expectation. 

The  company's  new  Advanced  Word  Processing  software  required  more 
time  than  expected  to  achieve  market  recognition  and  acceptance. 

• During  fiscal  1987  Barrister  completed  a public  offering  of  300,000  shares  of 
common  stock.  Net  proceeds  were  approximately  $4.2  million. 

• Revenue  for  the  six  months  ending  September  25,  1987,  reached  $17.6  million, 
a 28%  increase  over  $13.7  million  for  the  same  period  in  1986.  Net  income 
was  $421,000,  compared  to  net  losses  of  $558,000  for  the  same  period  a year 
ago. 

Barrister  management  attributes  the  financial  improvements  to  the 
growing  acceptance  of  the  company's  new  products  and  more  effective 
expense  control. 

• Recent  contract  awards  announced  by  Barrister  Include  the  following; 

A $3.1  million  contract  with  the  State  of  Carolina  Department  of 
Justice  for  the  purchase  and  implementation  of  a network  of  BAR- 
RISTER computers. 

A $700,000  contract  to  expand  the  computer  system  at  the  law  firm  of 
Clark,  Thomas,  Winters  & Newton  of  Austin  (TX)  with  a BARRISTER 
decentralized  local  area  network  which  will  integrate  word  processing, 
financial  management,  and  data  base  functions. 

A $2.3  million  contract  to  expand  the  computer  system  at  the  law  firm 
of  Rudnich  & Wolfe  of  Chicago  (IL). 

SOURCE  OF  REVENUE 


Approximately  65%  of  fiscal  1987  revenue  was  derived  from  turnkey  system 
sales.  The  remaining  35%  of  revenue  was  derived  from  on-line  processing 
services,  consulting,  and  services  associated  with  the  installation.  Implemen- 
tation, and  maintenance  of  its  turnkey  systems.  A three-year  summary  of 
source  of  revenue  follows  ($  thousands): 


Fiscal  Year 

3/£ 

7 

3/86 

3/ 

35 

Percent 

Percent 

Percent 

Item 

Revenue 

of  Total 

Revenue 

of  Total 

Revenue 

of  Total 

Product  sales 

$21,566 

65% 

$20,261 

69% 

$14,424 

67% 

Services 

1 1,703 

35 

9,070 

31 

7,218 

33 

Total 

$33,269 

100% 

$29,331 

100% 

$21,642 

1 00% 
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• Sales  to  existing  customers  in  fiscal  1987  accounted  for  approximately  78%  of 
annual  product  sales,  and  increase  from  approximately  75%  in  fiscal  I 986. 

NEW  PRODUCTS  AND  SERVICES 

• The  company  has  expanded  its  product  offerings  to  include  the  following; 

Advanced  Word  Processing  software. 

Relational  Database  Management. 

BARRISTER/MESSAGER^'''^‘electronic  mail  software. 

The  3000  Series  of  high-performance  computers  with  32-bit  architec- 
ture targeted  to  large  law  firms. 

A new  series  of  high-performance  IBM  PC-compatible  microcomputers 
targeted  to  smaller  law  firms. 

DELTA^*^' microcomputer  software  for  docketing  and  case  tracking. 
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COMPANY  PROFILE 


BARRISTER  INFORMATION  SYSTEAAS 
CORPORATION 
One  Technology  Center 
45  Oak  Street 
Buffalo,  NY  14203 
(716)  845-5010 


Henry  P.  Semmelhack,  President  and 
CEO 

Public  Corporation 
Total  Employees:  338 
Total  Revenue,  Fiscal  Year  End 
3/31/85:  $20,588,000 


THE  COMPANY 

• Barrister  Information  Systems  Corporation  was  founded  in  1972  as  the  Office 
Automation  Division  of  Comptek  Research,  Inc.  In  March  1982  the  division 
was  spunoff  and  incorporated  to  form  Barrister.  Barrister  provides  turnkey 
systems  and  associated  support  services  and  processing  services  to  the  legal 
industry. 

• Barrister's  fiscal  1985  revenue  reached  $20.6  million,  a 29%  increase  over 
fiscal  1984  revenue  of  $16  million.  Net  income  rose  from  $125,000  in  1984  to 
$1.3  million  in  1985,  a 906%  increase.  A five-year  financial  summary  follows: 


BARRISTER  INFORMATION  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

3/85 

3/84 

3/83 

3/82 

3/81 

ITEM  " ■ — 

Revenue 

$ 20,588 

$ 15,971 

$ 

1 2,343 

$9,375 

$ 7,133 

. Percent  increase 

N/A 

from  previous  year 

29% 

29% 

32% 

31% 

Income  (loss)  before 

$ (247) 

$ (117) 

taxes 

. Percent  increase 

$ 

1,257 

$ 

125 

$ 

(10) 

(decrease)  from 
previous  year 

906% 

1 35% 

96% 

(1  1 1%) 

N/A 

Net  income  (loss) 

$ 

1,032 

$ 

1 14 

$ 

23 

$ (33) 

$ (40) 

. Percent  increase 

N/A 

from  previous  year 

805% 

396% 

170% 

18% 

Earnings  (loss)  per 

$ 

$ (0.03) 

$ (0.04) 

share 

. Percent  increase 

$ 

0.90 

$ 

0.10 

0.02 

N/A 

from  previous  year 

800% 

400% 

222% 

25% 
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• Barrister  spent  approximately  $2,350,000,  $1,770,000,  and  $1,380,000  during 
fiscal  1985,  1984,  and  1983,  respectively  for  product  development  and 
engineering  activities. 

• In  June  1985  Barrister  acquired  Chelsea  Systems,  Inc.  Chelsea  developed  and 
marketed  microcomputer-based  software  packages  for  small-  and  medium- 
sized law  firms.  Chelsea's  name  has  been  changed  to  Barrister  Microsystems 
Corporation  and  now  operates  as  a subsidiary  of  Barrister. 

• In  July  1985  Barrister  made  an  initial  public  offering  of  695,000  shares  of 
common  stock.  Of  the  shares,  500,000  were  offered  by  the  company  and  the 
remaining  195,000  shares  by  shareholders.  Net  proceeds  were  used  to  repay 
outstanding  loans. 

• Revenue  for  the  six  months  ending  September  30,  1985  reached  $11.9  million 
compared  to  $8.2  million  for  the  same  period  in  1984.  Net  income  for  the 
period  was  $109,000,  compared  to  losses  of  $272,000  a year  ago. 

• Barrister  currently  has  two  subsidiaries.  Barrister  Microsystems  Corporation 
manufactures  and  markets  microcomputer-based  turnkey  systems.  Barrister 
Information  Systems  Limited,  based  in  Toronto  markets  all  Barrister  products 
in  Canada. 

• As  of  July  1985  Barrister  had  338  employees,  segmented  as  follows: 


Marketing/sales  60 

Customer  service/software  support  127 

Product  development  72 

Clerical  54 

Manufacturing  13 

General  and  administrative  12 


338 


Currently,  Barrister  has  approximately  350  employees. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  67%  ($13.8  million)  of  fiscal  1985  revenue  was  derived  from 
turnkey  system  sales  ($12.6  million  associated  with  hardware  and  $1.2  million 
from  software).  The  remaining  33%  ($6.8  million)  of  revenue  was  derived 
from  on-line  processing  services,  consulting,  and  services  associated  with  the 
installation,  implementation,  and  maintenance  of  its  turnkey  systems. 

• Barrister  manufactures  most  of  its  own  hardware  for  its  turnkey  systems. 
Certain  systems  are  based  on  the  Data  General  Super  Eclipse  series  of 
computers  which  Barrister  purchases  from  Data  General.  Barrister  offers 
more  than  80  programs  including  operating  systems,  applications,  and 
communications  software  packages,  almost  all  of  which  were  developed  by 
Barrister. 
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Barrister®  Law  Office  Management  Systems  are  based  on  proprietary 
minicomputers  ranging  from  the  100  to  the  500  series.  Software  is  modular 
and  functions  can  be  added  as  needed.  Standard  system  configurations  range 
in  price  from  approximately  $40,000  to  $170,000.  Barrister  Law  Office 
Management  Systems  available  include: 

Financial  Management  Systems. 

. Attorney  Time  & Disbursement  Accounting. 

. General  Ledger  Accounting. 

. Accounts  Payable  and  Checkwriting. 

. Collection. 

Word  Processing  Systems. 

The  Barrister  Information  Management  System  (BIMS^”^  ). 

. Litigation  Support/Document  Management. 

. Calendar/Docket  Control. 

. Conflict  of  Interest  Checking. 

. Library  Card  Indexing. 

. File  Room  Management. 

. Case  Status  Tracking. 

Fixed  Asset  Inventory. 

. Attorney  Work  Product  Retrieval. 

Telecommunications  and  Networking. 

. Data  transfer  between  offices. 

. Barrister/Net,  a local  area  network  linking  up  to  50  Barrister 
computers. 

. Interfaces  to  IBM  PCs. 

. Interfaces  to  copier  control  and  telephone  management  systems 

for  client  billing. 

Barrister  Microsystems  Corporation  develops  and  markets  microcomputer 
turnkey  systems  based  on  its  own  hardware,  and  software  developed  by 
Chelsea,  Barrister  Microsystems'  predecessor  company. 

Barrister  microcomputer  systems  are  compatible  with  the  IBM  PC/XT 
and  PC/AT  using  the  MS-DOS  operating  system.  Systems  available 
include: 

. Billing  and  Time  Accounting  System  (B&TA^  '^' ). 

. Automated  Law  Firm  Accounting  System  (ALFA  ). 

. Real  Estate  Settlement  Processing  and  Accounting  System 
(RESPA+^''-). 

Barrister  also  offers  word  processing  software  and  several  law  office 
automation  tools  including  spreadsheets,  a data  base  management 
system,  docket  control,  and  conflict  of  interest  checking. 
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• Barrister  Litigation  Support  Services  include  on-line  processing  services,  case 
requirement  analysis,  data  base  design,  document  cataloging,  indexing, 
abstracting  and  coding,  data  input,  and  data  base  maintenance. 

On-line  processing  services  are  provided  on  a Barrister  Law  Office 
Management  System  with  BIMS  software.  Barrister  can  provide  a 
complete  system  or  a remote  terminal  for  a fee  to  allow  communica- 
tion to  the  host  computer  24  hours  a day,  7 days  a week. 

• Consulting  services  are  available  on  an  hourly  basis  with  a three  hour 
minimum  or  on  a retainer  basis  in  blocks  of  40  hours  with  a 10%  discount. 
Education  and  training  services  are  also  available  at  Barrister  training  centers 
or  at  the  customer  site. 

• Maintenance  and  support  services  available  include  full  service  equipment 
maintenance,  extended  maintenance  contracts,  software  program  subscription 
service,  hotline  service,  and  on-site  service. 

INDUSTRY  MARKETS 

• Barrister  derives  virtually  all  of  its  revenue  from  the  legal  industry.  Barrister 
has  installed  systems  in  over  350  law  firms.  Barrister  also  provides  turnkey 
systems  to  a small  number  of  state  and  local  governments. 

GEOGRAPHIC  MARKETS 

• Barrister  derives  the  majority  of  its  revenue  from  the  U.S.  The  remaining 
revenue  is  derived  from  Canada. 

Barrister  maintains  19  offices  located  in  Los  Angeles,  Denver,  Hartford 
(CT),  Miami,  Atlanta,  Chicago,  New  Orleans,  Baltimore,  Detroit, 
Minneapolis,  Cleveland,  Buffalo  (NY),  New  York  City,  Philadelphia, 
Dallas,  Houston,  McLean  (VA),  Richmond  (VA),  and  Washington,  D.C. 

COMPUTER  HARDWARE 

• Barrister  operates  a variety  of  its  own  mini  and  microcomputers  and  various 
Data  General  Eclipse  computers  in  its  offices. 
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BAYBANKS  DATA  SERVICES,  INC. 
235  Wyman  Street 
Waltham,  Massachusetts  02514 
(617)  890-2700 


George  Schmeck,  President 
Wholly  owned  subsidiary  of 


Total  employees:  170 


BayBanks,  Inc. 


Total  revenues,  fiscal  year 
end,  12/31/76:  $4,300,000 


THE  COMPANY 

• BayBanks  Data  Services,  Inc.  (BDSI)  was  formed  in  1961  as  a bank 
joint  venture  for  data  processing.  In  October  1975,  BayBanks,  Inc., 
a $2,386  billion  11-bank  holding  company,  purchased  the  banks' 
interest  in  BDSI  and  turned  BDSI  into  a for-profit  corporation 
chartered  in  Massachusetts.  BDSI  was  formerly  known  as  Baystate 
Computer  Center,  Inc. 

• The  company  now  offers  bank  and  general  business  processing  services 
and  banking  software  to  its  customers. 

• Major  competition  comes  from  commercial  banks. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  BDSI  revenues  are  derived  from  processing 
services.  The  other  5%  are  from  the  sale  of  banking  software  packages. 

- BDSI  has  37  bank  processing  clients  including  8 of  the  11  banks 
in  BayBanks,  Inc.,  23  other  commercial  banks,  5 mutual  savings 
banks,  and  1 cooperative  savings  bank. 

- The  software  packages  are  installed  at  about  50  banks  and  data 
centers,  and  serve  a total  of  more  than  250  banks. 

• Its  parent,  BayBanks,  Inc.,  has  just  announced  a new  check  verification 
service,  BayBanks  X-Press,  available  at  member  banks  and  supported 

by  BDSI.  Customer  operated  check  verification  terminals  have  been 
installed  at  153  bank  branch  locations.  Bank  customers  can  use  the 
terminals  to  access  demand  and  savings  account  balances  and  also  to 
verify  personal  checks  which  are  then  cashed  at  any  branch.  BDSI 
will  supply  the  Datatrol  check  verification  terminals  and  maintain  the 
inter-bank  network. 
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• BDSI  Regular  Bank  Processing  Services  Include: 

- Consolidated  Statement  Accounting 
. Demand  Deposits 

. N.O.W.  Accounts 
. Time  Deposits 
. Clubs 

. Overdraft  Protection 
. Cash  Reserve 
. Check  Credit 
. Transfers 

Instalment  Loan  Accounting 

- Mortgage  Loan  Accounting 

- Commercial  Loan  Accounting 

- Financial  Control  and  General  Ledger 

- Automated  Clearing  House  (Receiving,  Warehousing,  Originating) 

- Data  Preparation,  Entry  and  Collection 
Proof  of  Deposit 

Proof  and  Transit 

Account  Reconciliation  and  Related  Services 

- MICR  Item  Fine  Sorting 
Microfilming  Services 

- Bond  Appraisal 

- Payroll  and  Related  Accounting  Services 
Teleprocessing  Network 

. Audio  Response 
. Check  Verification  Terminals 
. Automated  Tellers  Machines  (24  hours) 

. Data  Collection 

• BDSI  markets  its  Consolidated  Statement  Accounting,  POD  80,  and 
Instalment  Loan  software  systems  in  package  forms.  They  are  available 
for  IBM  System  360/370s  running  under  DOS  and  OS/VS. 

• BDSI  also  offers  payroll  processing  to  its  bank  clients  and  their 
merchants. 


APPLICATIONS  Approximately  90%  of  BDSI  revenues  are  derived  from  specialty 
services  to  banks.  The  other  10%  comes  from  general  business  services  to 
bank  and  commercial  clients. 


INDUSTRY  MARKETS  BDSI  serves  the  following  Industries: 

Banking  90% 

Retail  distribution  10% 
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GEOGRAPHIC  MARKETS 

• Company  revenues  are  derived  as  follows: 

- New  England  90% 

Northeast  2 

Southeast  2 

North  Central  2 

- Midwest  2 

- Mountain  2 

100% 

• The  four  data  centers  are  located  in  Waltham,  Dedham,  Cambridge, 
and  Springfield,  Massachusetts. 


COMPUTER  HARDWARE  AND  SOFTWARE  BDSI  uses  the  following  IBM  equipment  in 
processing  its  clients: 

- Mainframes: 

. 1-  370/158 

. 1-  370/145 

Peripherals: 

. 20  3340  Disk  Drives 

. 2 3344  Disk  Drives 

. 11  3420  Model  5 Tape  Drives 

. 3 3890  24  pocket  reader/sorters  (MICR) 

. 2 2540  card  reader/punches 

. 1 2501  card  reader/punch 
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1 A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 

August  1995 

Bell  Atlantic  Businei 

Services 

5S  Systems 

President  & COO:  Gene  Greer 

50  East  Swedesford  Road 
Frazer,  PA  19355 

Phone:  (610)296-6000 

Fax:  (610)  296-2910 

(§)  Bell  Atlantic 

Business  Systems  Services 

Status:  Subsidiary 

Parent:  Bell  Atlantic  Corporation 

Employees:  4,200  (North  America) 

Revenue:  $450,000,000  * 

Fiscal  Year  End:  12/31/94 

* INPUT  estimate 


Key  Points 

• Bell  Atlantic  Business  Systems  Services 
(BSS)  is  an  independent  information 
technology  service  provider  providing 
enterprise-wide  support  from  the  largest 
mainframe  data  centers  to  networked 
distributed  systems. 

• The  company’s  mission  is  to  become  the  best 
global  provider  of  services  for  information 
technology. 


Company  Description 

Bell  Atlantic  BSS  is  an  independent 
information  technology  service  provider  for 
multivendor  hardware  and  software  support, 
help  desk  support,  network  support  and 
services  management.  The  company  has  more 
than  21,300  customers  at  88,400  sites  in 
North  America. 

Bell  Atlantic  BSS  was  formed  from  the  merger 
of  the  former  Sorbus,  Inc.  and  Control  Data 
Corporation’s  (CDC’s)  Third  Party 
Maintenance  Division  in  1989. 

In  April  1990,  the  company  changed  its  name 
from  Sorbus,  Inc.  to  Bell  Atlantic  Business 
Systems  Services  to  reflect  the  range  of 
products  and  services  that  have  evolved 
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through  internal  product  development  and  the 
acquisition  of  other  service  providers. 

Organization  and  Structure 

Headquartered  in  Frazer  (PA),  Bell  Atlantic 
BSS  is  a wholly  owned  subsidiary  of  the  Bell 
Atlantic  Corporation.  The  company’s 
headquarters  houses  the  staff  and 
administrative  offices,  education  and  training 
centers  and  national  technical  support 
facilities. 

The  company’s  core  competencies  include: 

• Services  Management 

• Network  Services 

• Help  Desk  Services 

• Multivendor  Support 

Bell  Atlantic  BSS  has  over  285  locations 
worldwide.  The  company  also  has  an 
international  operation — Bell  Atlantic 
Business  Systems  International — and  a 
worldwide  parts  repair,  refurbishment  and 
sales  division — Bell  Atlantic  Computer 
Technology  Services. 

Bell  Atlantic  Corporation,  based  in 
Philadelphia,  is  the  parent  of  companies  that 
provide  a range  of  local  exchange 
telecommunications  services  in  the  mid- 
Atlantic  region. 

• Bell  Atlantic  is  developing  a variety  of  new 
products,  including  video,  entertainment 
and  information  services. 

• Bell  Atlantic  is  also  the  parent  of  one  of  the 
nation’s  largest  cellular  carriers  and  has  an 
ownership  position  in  cellular  properties 
internationally. 


• In  addition.  Bell  Atlantic  is  the  parent  of 
companies  that  provide  business  sj’stems 
services  for  customer-based  information 
throughout  the  U.S.  and  internationally. 

Company  Strategy 

In  order  to  be  more  competitive  and  react 
more  quickly  to  customer  needs,  Bell  Atlantic 
BSS  has  formed  several  alliances  with 
prominent  companies  in  the  computer 
industry.  These  alliances  have  enabled  the 
company  to  offer  comprehensive  solutions, 
knowledge  and  expertise  to  its  customers. 

The  company  is  focusing  on  two  significant 
market  segments — Fortune  500  customers 
and  alliance  partners.  It  has  a presence  in 
over  40%  of  the  Fortune  500  companies,  that 
include  software,  hardware  and  network 
technology  developers,  systems  integrators 
and  value-added  resellers. 

The  company  has  enhanced  its  customer 
support  services,  by  maximizing  existing 
equipment  capabilities,  and  provided  its 
customers  the  one-stop  shopping  capability. 
The  company  continues  to  place  an  emphasis 
on  improving  quality  of  service  by  monitoring 
all  facets  of  its  operations  through  quarterly 
surveys. 

Financials 

INPUT  estimates  that  Bell  Atlantic  BSS’  1994 
revenue  was  approximately  $450  million,  a 
15%  increase  from  1993  revenue  of  $390 
million. 

A three-year  revenue  summary  appears  on 
the  following  page. 
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Bell  Atlantic  Business  Systems  Services 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue* 

$450 

$390 

$340 

• Percent  change  from 

previous  year 

15% 

15% 

13% 

* INPUT  estimates 


Market  Financials 

Bell  Atlantic  BSS  provides  services  across  all 
industries.  Primary  industries  targeted 
include  manufacturing,  utilities,  distribution, 
insurance,  services,  state/local  government, 
transportation,  medical,  banking/finance, 
education  and  federal  government. 

Bell  Atlantic  BSS  provides  direct  support  for 
over  650  manufacturers’  products. 

The  company  has  more  than  21,300  customers 
at  88,400  sites  in  the  U.S.  and  Canada. 

Geographic  Markets 

Bell  Atlantic  BSS  provides  services  in  the  U.S. 
and  Canada.  The  company  provides  services 
in  Europe  through  its  alliance  partner 
International  Computers  Limited  (ICL) 
Sorbus;  and  in  the  Pacific  Rim  through  FBA 
Computer  Technology  Services. 

Employees 

As  of  December  1994,  Bell  Atlantic  BSS  had 
4,200  employees. 

The  company  currently  provides  services 
through  more  than  10,000  employees 
worldwide,  including  6,000  employees  of  ICL 
Sorbus  and  150  employees  of  FBA  Computer 
Technology  Services. 

Key  Products  and  Services 

Bell  Atlantic  BSS  offers  a range  of  hardware, 
software  and  netw'ork  support  services. 


Services  Management 

Service  offerings  include  service  evaluation, 
product  acquisition,  support  planning, 
integration,  maintenance,  technology  and 
product  disposition,  site  planning,  installation 
and  operating  system  and  applications 
support. 

The  Productivity  and  Availability 
Management  System  (PAMS)  supports  the 
Services  Management  program  and  consists  of 
the  following  five  software  applications: 

• Call  Management — ^Tracks  and  manages 
complex  multivendor  service  events  in 
distributed  environments 

• Predictive  Service — Supports  the  company’s 
failure  alerting  and  analysis  tools  for  most 
environments 

• Service  Process  Reengineering — Provides 
process  documentation  and  a modeling 
capability  to  understand  the  impact  of 
process  changes  before  implementation 

• Physical  and  Logical  Configuration — 
Provides  illustrations  of  a problem  device’s 
physical  location,  system  connection  and 
user  profile 

• Measurements  and  Analysis  System — 
Manages  services,  assets  and  failure 
information  from  global  information  systems 
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Network  Services 

Bell  Atlantic  BSS,  in  association  with  its 
sister  company  Bell  Atlantic  Network 
Integration  and  other  partners,  offers  network 
services  that  include; 

• Network  planning  and  design 

• Product  procurement 

• Integration  and  implementation 

• User  training 

• Administration  and  management 

• Upgrades  and  optimization 

• Lifecycle  management  services 

Help  Desk  Services 

Bell  Atlantic  BSS  offers  three  levels  of 
telephone  support: 

• Basic  call  management 

• Complex  software  and  networking  support 

• Cross-trained  experts  to  handle  complex 
networking  issues 

The  company  also  offers  remote  technical 
support  services  such  as: 

• End  User  Support  packages — provide 
support  for  PC  hardware  and  more  than  150 
applications 

• Network  Administrator  programs — remote 
support  for  netwoi'k  operating  systems 

• Incident-based  call  blocks — targeted  to 
small  organizations,  they  include  the  End 
User  Support  and  Network  Administrator 
packages,  with  prices  based  on  the  number 
of  support  incidents 

Bell  Atlantic  BSS  has  developed  several 
service  programs  based  on  growing  customer 
demands. 

• The  Direct  Access  Customer  Service 
(DACS®)  program  provddes  customers  with 


access  to  Bell  Atlantic  BSS’  central  dispatch 
systems  from  the  customer's  in-house  help 
desk  via  a private  telecommunications  data 
link,  allowing  customers  to  open  their  own 
service  calls  and  monitor  their  progress. 

• Dispatch  Data.  Gathering  (DUG)  is  an  on- 
line system  containing  records  of  customer 
service,  assigned  field  engineers  and 
prioritizes  call  urgency. 

Multivendor  Support 

Bell  Atlantic  BSS  provides  on-site  and  remote 

support  services  for  multivendor  hardware 

and  software.  Support  is  available  for: 

• More  than  10,000  hardware  platforms  in 
data-center,  midrange,  desktop  and 
networking  environments 

• More  IBM,  DEC  and  Sun  Microsystems 
equipment  than  any  outside  organization 
other  than  the  manufacturers  themselves 

• More  than  650  brands  of  hardware  and  150 
brands  of  software 

IBM  system  software  support  tools  include: 

• Remote  PSR  (Premium  Support 
Representative) — Support  for  MVS,  VM  and 
VSE  operating  systems 

• ESXtra  Support — Remote  support  for 
ES/9000  systems 

• ASXtra  Support  and  SXtra 

Support — Support  services  for  OS/400,  CPF 
or  SSP 

• RSXtra  Support — System  administration 
and  client/server  network  support  for  AIX 

DEC  system  software  support  tools  include; 

• DEXtra  Support — Support  services  for 
VAX/VMS  systems 
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• MAXwatch — ^Predictive  VAX  system 
integrity  monitor  for  standalone,  network  or 
cluster  configurations 

Value-added  remote  support  for  multivendor 
tools  and  services  include  the  following: 

• Service  Edge  is  the  company’s  fully- 
integrated  PC-based  account  management 
system  that  provides  customers  necessary 
data  to  effectively  manage  their  systems’ 
service  requirements. 

• RxAvatar  is  a remote  support  tool  with 
features  such  as  file  transfers,  remote 
system  administration,  software 
distribution  and  dialogue  mode. 

• RxLink®  is  a connection  device  that  is  used 
by  a remote  diagnostic  unit  (RDU)  to 
monitor  a computer  at  a customer  site. 

Education  and  Training  Programs 
The  company  also  offers  education  and 
training  programs  as  well  as  quality 
measurement  programs. 

• Bell  Atlantic  BSS’  training  program 
provides  engineers  worldwide,  with  system- 
oriented  training  on  hardware  and  software 
problem  determination  and  operation  of  the 
overall  system. 

- The  training  program  employs  about  25 
full-time  instructors  and  serves  over  2,800 
engineers  annually. 

- The  company  studies  the  effectiveness  of 
its  training  program  by  surveying  its 
students  six  months  after  the  successful 
completion  of  the  program. 

• Quality  of  Service  Reports  (QSR)  is  a survey 
system  through  which  the  company  surveys 
customers  to  study  the  effectiveness  of  all 
facets  of  its  operations. 


Clients 

Bell  Atlantic  BSS  has  more  than  21,300 
customers  worldwide.  Customers  include 
Fortune  500  corporations  and  many 
international  and  governmental 
organizations. 

Contracts 

In  March  1994,  Bell  Atlantic  BSS  was 
awarded  multisite,  multimillion  dollar  service 
contracts  by  the  California  counties  of  San 
Diego  and  Sacramento  for  support  of  their 
mainframe  (IBM  and  DEC)  data  centers  and 
PC  networks. 

• The  four-year  contract  with  San  Diego  and 
the  two-year  contract  with  Sacramento 
cover  equipment  at  approximately  40  to  50 
departments  in  each  county. 

• These  contracts  represent  two  of  eleven 
California  county  contracts  awarded  to  the 
company  in  1993. 

In  October  1993,  the  company  agreed  to 
provide  on-site  service  for  Exabyte  Corp. 
cartridge  handling  subsystems  and  deliver  on- 
site warranty  and  post-warranty  services  in 
North  America  for  Exabyte’s  automated  tape 
library  family. 

In  September  1993,  Lockheed  Information 
Technology  Corp.  awarded  a five-year 
multimillion  dollar  contract  Bell  Atlantic  BSS 
for  service  of  its  Denver  data  center  and  some 
other  sites. 

In  September  1993,  the  company  signed  a 
multimillion  dollar  contract  with  AMR 
Corporation’s  SABRE  Technology  Group  for 
support  of  approximately  250,000  AMR 
computers  and  peripherals  in  the  U.S.  and  in 
44  countries  throughout  Europe,  as  well  as 
Middle  and  Far  East. 
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• Under  the  agreement,  the  company  is 
supporting  PCs,  workstations,  printers  and 
other  peripherals  used  by  over  23,000  travel 
agencies  and  42  airline  customers  to  access 
AMR’s  SABRE  and  SAAS  reservation  and 
ticketing  systems. 

• The  company  is  also  supporting  AMR’s 
networked  equipment  and  software 
applications  at  several  locations. 

Marketing  and  Sales 

Bell  Atlantic  BSS  provides  services  through 
its  400  offices  worldwide,  including  those  of 
ICL  Sorbus  and  FBA  Computer  Technology 
Services.  In  the  U.S.  and  Canada,  the 
company  has  125  offices  and  employs  about 
2,000  technical  support  personnel. 

Through  its  relationship  with  ICL  Sorbus, 

Bell  Atlantic  BSS  provides  integrated 


multivendor  services  for  desktop  and  data 
center  services  throughout  Western  Europe. 
ICL  Sorbus  has  operations  in  15  countries  and 
employs  6,000  employees. 

The  company  serves  the  Pacific  Rim  countries 
through  its  Australian  operation — FBA 
Computer  Technology  Services,  which 
employs  approximately  150  employees. 

Alliances 

To  ensure  a high  quality  of  multivendor 
support.  Bell  Atlantic  BSS  has  signed  service 
alliances  with  a number  of  companies  to 
provide  seamless  service  and  a single  point  of 
contact  for  all  levels  of  equipment.  These 
companies  include  computer  and  peripheral 
manufacturers,  remarketers,  value-added 
resellers,  dealers  and  systems  integrators  and 
are  listed  below. 


Exhibit 

Bell  Atlantic  Business  Systems— Alliance  Partners 


Access  Graphics 
Amdahl  Federal 
Service  Corporation 
Artecon 
AT&T  GIS 
Cambex  Corporation 
CIE  America 
Cray  Research 
Data  General 
Corporation 
Data  South 
Computer 
Corporation 
EMC  Corporation 


Exabyte  Corporation 
Fujitsu  Computer 
Products  of  America 
GE  Capital 
Computer 
Leasing 
HaL  Company 
ICL  International 
ICL  Retail  Systems 
Intel 

Intertrade 
IPL  Systems,  Inc. 
Landmark  Graphics 
Memorex  Telex 


Metrodata 
Netlink,  Inc. 

NeXT 

Novell 

On  Track  Consulting 
The  PARSEC  Group 
Sequent  Computer 
Systems 

Sun  Microsystems 
SunGard  Recovery 
Services 
SunSoft 

Tandem  Company 
Winton  Labs 


The  company  has  formed  an  alliance — the 
Distributed  Support  Information  Standards 
(DSIS)  Group — ^with  several  companies  to 
promote  the  development  of  international 
standards  for  service  and  support  information 


in  distributed  computing  environments. 

Other  members  of  the  group  include  DEC, 

EDS  Corporation,  Hewlett-Packard,  HaL 
Computer  Systems,  IBM,  ICL  PLC,  Landmark 
Systems,  Microsoft,  October  Technologies, 
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Olivetti,  Oracle,  Proteon,  SHL  System  House, 
Tally  Systems  Corp.,  Tandem,  Sun  and 
Unisys. 


INPUT  Assessment 

Bell  Atlantic  BSS’  major  strengths  include: 


Competition 

In  the  information  technology  support  market. 
Bell  Atlantic  BSS  competes  with 
manufacturers  such  as  IBM,  DEC,  Sun 
Microsystems  and  others. 


• Non-systems  bias 


• Depth  and  breadth  of  services 


• Experience  in  diverse  information 
technology  environments 


Other  significant  competitors  include  Vanstar  Major  challenges  for  the  coming  year  include; 


• Expanded  strategic  alliances 


Parent  Company 


Bell  Atlantic  Corporation 
1717  Arch  Street 
Philadelphia,  PA  19103 
Phone:  (215)  963-6000 
Revenue:  $13,791,400,000  (12/94) 


Bell  Atlantic  Business  Systems  Services 
August  1995 
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BELL  ATLANTIC  BUSINESS 
SYSTEMS  SERVICES 

50  East  Swedesford  Road 
Frazer,  PA  19355 
Phone:  (215)296-6000 
Fax:  (215)296-6097 


CEO: 

President  & COO: 
Status: 

Parent:  Be 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Bell  Atlantic  Corporation 
is:  3,200  (U.S.) 


Thomas  Vassiliades 


$300,000,000* 

12/31/91 

* INPUT  estimate 


Gene  Greer 
Subsidiary 


Key  Points 


• Bell  Atlantic  Business  Systems  Services  is  one  of  the  leading 
providers  of  maintenance  services  for  IBM  and  DEC  equipment  in 


Bell  Atlantic  Business  Systems  Services'  mission  is  to  become  the 
most  comprehensive  resource  for  business  systems  service. 

ICL  and  Bell  Atlantic  Business  Systems  have  formed  a joint  venture 
to  provide  total  managed  services  in  Western  Europe.  The  joint 
venture  company  is  called  Bell  Atlantic  Customer  Services 
International. 


the  U.S. 


October  1992 
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Company 

Description 

Bell  Atlantic  Business  Systems  Services  was  formed  from  the  merger  of 
the  former  Sorbus,  Inc.  and  Control  Data  Corporation's  (CDC's)  Third 
Party  Maintenance  Division  in  1989.  Bell  Atlantic  Business  Systems 
Services  is  one  of  the  leading  providers  of  maintenance  services  for 
IBM  and  DEC  equipment  in  the  U.S. 

Bell  Atlantic  Business  Systems  Services  is  a wholly  owned  subsidiary  of 
the  Bell  Atlantic  Corporation. 

Company 

History 

Bell  Atlantic  Corporation  purchased  Sorbus,  Inc.  in  1985  as  the  first 
step  in  the  expansion  and  growth  of  its  diverse  business  units.  Sorbus 
has  been  a significant  driver  of  the  market  consolidation  that  has 
changed  the  face  of  the  independent  maintenance  market  over  the  last 
decade. 

In  January  1990,  Bell  Atlantic  aimounced  the  completion  of  the  merger 
of  Sorbus,  Inc.  and  CDC's  Third  Party  Maintenance  Division. 

In  April  1990,  Bell  Atlantic  announced  the  name  change  from  Sorbus, 
Inc.  to  Bell  Atlantic  Business  Systems  Services  to  reflect  the  range  of 
products  and  services  that  have  evolved  through  internal  product 
development  and  the  acquisition  of  other  service  providers. 

Financials 

INPUT  estimates  that  the  maintenance  revenue  of  Business  Systems 
Services  was  approximately  $300  million  in  1991. 

Acquisitions 

In  January  1990,  Bell  Atlantic  acquired  the  third-party  computer 
maintenance  business  of  Control  Data  Corporation  to  be  combined 
with  its  Sorbus,  Inc.  division. 

Employees 

The  company's  3,200  U.S.  employees  include  nearly  1,700  field 
engineers  and  technical  support  personnel. 

Alliances 

Recent  strategic  alliances  include  the  following: 

• Under  a non-exclusive  agreement  announced  in  May  1991,  Bell 
Atlantic  will  provide  support  for  non- Amdahl  equipment  at  existing 
Amdahl  sites. 
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Key  Products  and 
Services 


• In  May  1991,  Bell  Atlantic  announced,  under  an  agreement  with 

NCR,  expanded  multivendor,  single  point-of-contact  services  on 

IBM  and  DEC  at  NCR  sites. 

- Bell  Atlantic  will  subcontract  NCR  to  perform  maintenance  on 
products  not  serviced  by  Bell  Atlantic. 

- The  move  represents  an  opportunity  for  Bell  Atlantic  to  expand 
into  the  retail  and  financial  markets. 

• ICL  and  Bell  Atlantic  Business  Systems  formed  a joint  venture  in 

1991  to  provide  total  managed  services  in  Western  Europe. 

- Total  managed  services  is  used  to  describe  a range  of  the 
customer  services  required  by  large  corporations  that  go  beyond 
just  the  hardware  maintenance  services  traditionally  supplied  by 
independent  maintenance  companies. 

- Bell  Atlantic  and  ICL  each  have  a half  interest  in  the  joint 
venture  company.  Bell  Atlantic  Customer  Services  International. 


Comprehensive  service  capabilities  include  IBM  mainframe,  midrange 
and  minicomputer  service,  DEC  system  service,  workstations,  LANs, 
software  support,  disaster  recovery  services,  a variety  of  microcomputer 
service  options  on  a growing  number  of  products,  and  remote 
diagnostics  on  IBM  and  DEC  systems. 

Business  Systems  Services  can  retrieve  system  data  remotely  and 
receive  automatic  notification  of  system  problems  on  IBM  308X,  IBM 
4300,  and  selected  DEC  systems.  The  company  has  also  developed 
unique  service  capabilities  based  on  the  IBM  "call  home"  feature  of  the 
IBM  3090. 

Business  Systems  Services  has  developed  several  service  programs 
based  on  growing  customer  demands. 

• ESXtra  Support  services  provide  specialized  service  support  to  the 
users  of  IBM  and  third  party  software  support  for  IBM  mainframe 
sites. 

- Remote  PSR  offers  toll-free  telephone  support  for  MVS,  VSE, 
and  VM  operating  systems;  including  JES,  TSO,  CMS,  network 
products  such  as  NCP  and  VTAM;  SQL/DS,  PR/SM,  and  other 
programs;  CICS,  PROFS  applications;  and  popular  third-party 
software. 
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Industry  Markets 


Geographic 

Markets 


- Users  call  into  the  PSR  Service  program,  accessing  the  PSR  staff 
at  the  Technical  Support  Center.  The  PSR  staff  researches 
customer  issues,  provides  general  consultation,  and  assists 
customers  with  programming  roadblocks. 

The  Direct  Access  Customer  Service  (DACS^)  program  provides 
customers  with  access  to  Business  Systems  Services'  central  dispatch 
systems  from  the  customer's  in-house  help  desk  via  a private 
telecommunications  data  link,  allowing  customers  to  open  their  own 
service  calls  and  monitor  their  progress. 

Midrange  support  programs  3Xtra^  Support  and  DEXtra  provide 
toll-free  telephone  assistance  for  software  support,  configuration 
assistance,  performance  consulting,  internal  networking 
recommendations,  site  planning,  installation  services,  relocation 
assistance,  and  access  to  seven  cold-site  facilities  across  the  country. 
Through  an  agreement  with  the  PARSEC  Group,  Bell  Atlantic 
offers  layered  product  support  for  the  20  most  popular  applications, 
languages,  and  utilities  running  on  DEC  VAX/ VMS  systems. 


Bell  Atlantic  Business  Systems  Services  provides  services  across  all 
industries.  Primary  industries  targeted  include  manufacturing,  utilities, 
distribution,  insurance,  services,  state/local  government,  transportation, 
medical,  banking/finance,  education,  and  federal  government. 


There  are  over  60,000  client  sites  in  the  U.S.  and  Canada,  representing 
more  than  600,000  units.  Through  offices  in  Western  Europe,  the 
company  supports  an  additional  20,000  customer  sites. 

Service  is  provided  through  more  than  200  key  locations  throughout  the 
U.S.,  with  additional  offices  in  Canada  and  over  40  offices  in  Western 
Europe. 
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Bell  Atlantic  Corporation 


Chairman  & CEO:  Raymond  W.  Smith 
Vice 

Chairman:  Lawrence  T.  Babbio,  Jr.  @ Bell  Atlantic 

Vice  Chairman:  James  G.  Cullen 

1717  Arch  Street 
Philadelphia,  PA  19103 
Phone:  (215)963-6000 

Investor  Relations 

Phone:  (215)963-6333 

Fax:  (215)963-6470 

Internet:  http://www.bell-atl.com 


Status:  Public 

Employees;  61 ,766  (1 2/95) 

Revenue:  $13,429,500,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• In  April  1996,  Bell  Atlantic  and  NYNEX 
announced  a definitive  agreement  to  merge, 
creating  the  nation’s  second  largest 
telecommunications  company. 

• In  July  1995,  Bell  Atlantic  and  NYNEX 
completed  the  combination  of  their  domestic 


cellular  and  paging  businesses  and  formed  a 
partnership.  Bell  Atlantic  NYNEX  Mobile. 

• Bell  Atlantic  is  a partner  in  national 
alliances  that  will  offer  wireless 
communications,  as  well  as  video  and 
interactive  programming. 

• Bell  Atlantic  also  has  substantial  holdings 
and  operations  in  international  markets  and 
provides  services  for  customer-based 
information  technology. 

• During  1995,  the  company  formed  a 
separate  long-distance  business  unit — Bell 

VA-96 
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Atlantic  Commiinications,  Inc. — to  pursue 
new  market  opportunities  enabled  by  the 
Telecommunications  Act  of  1996. 

• Bell  Atlantic  Internet  Solutions  is  a new 
unit  of  Bell  Atlantic  formed  in  March  1996 
to  develop  and  deliver  Internet-based 
services  to  consumers,  business,  and 
government. 

• In  the  fourth  quarter  of  1995,  Bell  Atlantic 
sold  its  Bell  Atlantic  Business  Systems 
Services  computer  maintenance  business  to 
Decision  Servcom. 

Company  Description 

Bell  Atlantic  is  one  of  the  seven  regional 
holding  companies  formed  on  January  1,  1984 
when  AT&T  divested  itself  of  its  exchange 
telecommunications,  exchange  access,  printed 
directory,  advertising  portions  of  telephone 
company  subsidiaries,  and  cellular  mobile 
communications  businesses. 

Bell  Atlantic  is  a diversified 
telecommunications  company  that  provides 
voice  and  data  services  in  the  mid-Atlantic 
region  and  is  a partner  in  providing  wireless 
communications  domestically  on  the  East 
Coast  and  parts  of  the  Southeast  and 
Southwest  and  globally  in  Mexico,  Italy,  and 
the  Czech  and  Slovak  Republics. 

• The  company  provides  a range  of  local 
exchange  telecommunications  in  New 
Jersey,  Pennsylvania,  Delaware,  Maryland, 
Virginia,  West  Virginia,  and  Washington, 
D.C.  The  company  is  developing  a variety  of 
new  products,  including  video, 
entertainment,  and  information  services. 

• Bell  Atlantic  owns  an  approximate  63% 
interest  in  Bell  Atlantic  NYNEX  Mobile,  one 
of  the  nation’s  largest  cellular  carriers,  and 
has  an  ownership  position  in  cellular 
companies  internationally. 


• Other  services  include  network/systems 
integration,  professional  services,  and 
customer  premises  equipment  distribution. 

In  April  1996,  Bell  Atlantic  and  NYNEX 
announced  that  their  boards  of  directors  had 
unanimously  approved  a definitive  agreement 
for  a merger  of  equals  between  the  two 
corporations  with  a combined  market  value  in 
excess  of  $50  billion. 

• The  merger  will  create  the  nation’s  second 
largest  telecommunications  company,  with 
133,000  employees,  1995  pro  forma  revenue 
of  $27.8  billion  (including  unconsolidated 
wireless)  and  earnings  of  $3.1  billion  (after 
adjustments  for  special  items). 

• The  new  company,  to  be  named  Bell 
Atlantic,  will  provide  telecommunications, 
entertainment,  and  information  services  to 
26  million  customers  in  13  northeastern  and 
middle  Atlantic  states  and  the  District  of 
Columbia,  as  well  as  to  customers 
throughout  the  nation  and  the  world.  The 
new  company  will  also  be  one  of  the  world’s 
largest  providers  of  wireless 
communications,  serving  3.6  million 
customers. 

• The  corporate  headquarters  for  the  new  Bell 
Atlantic  will  be  in  New  York,  with 
significant  operations  in  Boston, 
Philadelphia,  and  Arlington  (VA). 

• Under  the  terms  of  the  agreement,  NYNEX 
shareholders  will  receive  one  share  in  the 
new  company  for  each  NYNEX  share  owned 
and  Bell  Atlantic  shareholders  will  receive 
1.302  shares  in  the  new  company  for  each 
Bell  Atlantic  share  owned. 

• The  transaction  is  expected  to  be  accounted 
for  as  a pooling  of  interests  and  to  be  tax- 
free  to  both  companies’  shareholders. 

Closing  is  expected  within  12  months. 
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• The  board  of  directors  of  the  new  company 
will  consist  of  an  equal  number  of  members 
from  each  company’s  board. 

Organization  and  Structure 

Subsequent  to  the  merger  of  Bell  Atlantic  and 
NYNEX,  key  officers  and  business  heads  will 
include  the  following: 

• Ra5nnond  W.  Smith,  chairman  and  CEO  of 
Bell  Atlantic,  will  be  the  chairman  and  CEO 
of  the  new  company. 

• Ivan  G.  Seidenberg,  chairman  and  CEO  of 
NYNEX,  will  be  vice  chairman,  president, 
and  chief  operating  officer.  Approximately 
one  year  after  the  closing  of  the  merger,  Mr. 
Seidenberg  will  become  CEO  of  the  new 
company  and  chairman  upon  Mr.  Smith’s 
retirement. 

• Frederic  V.  Salerno,  currently  vice 
chairman.  Finance  and  Business 
Development  of  NYNEX,  will  be  chief 
financial  officer  and  executive  vice  president. 
Finance  and  Corporate  Development. 

• Lawrence  T.  Babbio,  Jr.,  currently  vice 
chairman  of  Bell  Atlantic,  will  be  president 
and  CEO  of  Wireless  & Global  Enterprises. 

• James  G.  Cullen,  currently  vice  chairman  of 
Bell  Atlantic,  will  be  president  and  CEO  of 
the  Telecom  Group. 

• Richard  A.  Jalkut,  currently  president  and 
group  executive  of  NYNEX,  will  be  president 
and  CEO  of  Network  Services. 

The  new  company  will  organize  along 
customer  and  service  lines  dedicated  to  the 
consumer,  large  and  small  business,  network 
integration,  long-distance,  federal  systems, 
video,  and  Internet  segments,  among  others. 


A proposed  post-closing  organization  structure 
is  shown  in  Exhibit  A. 

Bell  Atlantic  Corporation’s  current 
organization  is  outlined  in  Exhibit  B on  the 
following  page. 

Network  Services  provides  telecommunications 
services  through  seven  operating  companies. 
Lines  of  business  include  the  following: 

• Consumer  Services,  contributing  33%  ($4 
billion)  to  1995  Network  Services  revenue, 
markets  communications  services  to 
residential  customers  within  its  territory 
(nearly  11.5  million  households  and  29 
million  people)  and  plans  to  market 
information  services  and  entertainment 
programming. 

• Carrier  Services,  contributing  21%  ($2.6 
billion)  to  1995  Network  Services  revenue, 
markets  switched  and  special  access  to  the 
Network  Services  companies’  local  exchange 
networks  and  billing  and  collection  services, 
including  recording,  rating,  bill  processing, 
and  bill  rendering.  Approximately  93%  of 
Carrier  Services’  revenue  comes  from 
interexchange  carriers;  AT&T  is  the  largest 
single  customer.  Most  of  the  remaining 
revenue  comes  from  business  customers  and 
government  agencies  with  their  own  special 
access  network  connections,  wireless 
companies,  and  other  local  exchange  carriers 
that  resell  network  connections  to  their  own 
customers. 

• Small  Business  Services,  contributing  15% 
($1.8  billion)  to  1995  Network  Services’ 
revenue,  markets  communications  and 
information  services  to  small  businesses 
(customers  having  up  to  20  access  lines). 
This  line  of  business  has  approximately  1.2 
million  small  business  customers  in  its 
territory. 
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Exhibit  A 

Proposed  Post-Ciosing  Beil  Atlantic  Organization 


Office  of  the 
Chairman 


Telecom 

Group 


_ Large  Business 


Fed.  Gov. 


Consumer 


Small  Business 


_ Carrier  Access 


_ Operator  Serv. 


_ Long  Distance 


_ Full  Service 


_ Network  Integ. 


Group  CFO 


International 

lusacell 

UK  Cable  Comms 

TCNZ 

Telecom  Asia 

Omnitel 

FLAG  Inf  I 

Pronto-ltalia 

Nissan  Consortium 

Infostrada 

STET  Hellas 

Eurotel 

Excelcomindo 
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Exhibit  B 

Bell  Atlantic  Corporation 
Current  Organizational  Structure 


Unit  « 

Lines  of  Business 

Companies 

Communications — 
Network  Services 

Consumer  Services 
Small  Business  Services 
Large  Business  Services 
Carrier  Services 
Directory  Services 
Public  and  Operator  Services 
Federal  Systems 

Bell  Atlantic — New  Jersey 
Bell  Atlantic — Pennsylvania 
Bell  Atlantic — Delaware 
Bell  Atlantic — Maryland 
Bell  Atlantic — ^Virginia 
Bell  Atlantic— West  Virginia 
Bell  Atlantic — ^Washington,  D.C. 

Bell  Atlantic  Network  Integration 
Bell  Atlantic  Federal  Systems  Integ. 

Yellow  Pages  Advertising  Sales 
and  Service 

Chesapeake  Directory  Sales 
National  Telephone  Directory 
Penn-Del  Directory 

Electronic  Composition  and  Database 
Management  Services 

Bell  Atlantic  Directory  Graphics 

Long  Distance  Services 

Bell  Atlantic  Communications,  Inc. 

Communications — Domestic 
Wireless  Services 

Cellular  and  Paging  Services 
Personal  Communications  Services 

Bell  Atlantic  NYNEX  Mobile 
PrimeCo  Personal  Communications* 

Entertainment  and 
Information  Services 

Video  Information  Provider 

Nationally  Branded  Information,  Home 
Entertainment,  and  Interactive 
Services 

Internet  Access  and  Services 

Bell  Atlantic  Video  Services 
TELE-TV* 

Bell  Atlantic  Internet  Solutions 

International 

Telecommunications  Services 
Wireless  Services 

Telecom  Corporation  of  New 
Zealand  Limited  * 

Grupo  lusacell,  S.A.  de  C.V.  * 
Omnitel  Pronto-ltalia  * 

EuroTel  Praha  * 

EuroTel  Bratislava  * 

Pacific  Star  Communications  * 

Other 

Real  Estate  Services 
Other 

Bell  Atlantic  Properties 

Bell  Atlantic  Professional  Services 

* Minority  investments 
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• Large  Business  Services,  contributing  13% 
($1.6  billion)  to  1995  Network  Services 
revenue,  markets  communications  and 
information  services  to  large  businesses 
(customers  having  more  than  20  access 
lines).  These  services  include 
voice/switching/processing  services 
(dedicated  private  lines,  custom  Centrex, 
call  management  and  voice  messaging), 
end-user  networking  (credit  and  debit  card 
transactions  and  PC-based  conferencing, 
including  data  and  video),  internetworking, 
network  integration,  network  optimization, 
video  services  (distance  learning, 
telemedicine,  surveillance, 
videoconferencing),  and  interactive 
multimedia  applications  services. 

• Directory  Services,  contributing  9%  ($1.1 
billion)  to  1995  Network  Services  revenue, 
manages  the  provision  of  advertising  and 
marketing  services  to  advertisers  and 
listing  information  (White  Pages  and 
Yellow  Pages),  as  well  as  photocomposition, 
database  management,  and  other  related 
services  to  publishers. 

• Public  and  Operator  Services,  contributing 
6%  ($700  million)  to  1995  Network  Services 
revenue,  markets  pay  telephone  and 
operator  services  in  Bell  Atlantic’s  territory 
to  meet  consumer  needs  for  accessing  public 
networks,  locating  and  identifying  network 
subscribers,  providing  calling  assistance 
and  arranging  billing  alternatives  (calling 
card,  collect,  and  third-party  calls). 

• Federal  Systems  Services,  contributing  3% 
($400  million)  to  1995  Network  Services 
revenue,  markets  communications  and 
information  technology  and  services  to 
departments,  agencies,  and  offices  of  the 
executive,  judicial,  and  legislative  branches 
of  the  federal  government. 


• Chesapeake  Directory  Sales  Company, 
National  Telephone  Directory  and  Penn-Del 
Directory  provide  professional  advertising 
sales  and  service  for  Yellow  Pages 
directories. 

• Bell  Atlantic  Directory  Graphics  provides 
region-wide  electronic  composition  and 
database  management  services  for  directory 
advertising  businesses. 

Domestic  Wireless  Services  includes  the 

following  operations: 

• Bell  Atlantic  NYNEX  Mobile  is  a 
partnership  between  Bell  Atlantic  and 
NYNEX  that  provides  domestic  cellular  and 
paging  wireless  services  to  more  than  3.4 
million  customers  in  the  Northeast,  mid- 
Atlantic,  Southeast,  and  Southwest 
portions  of  the  U.S. 

• In  March  1995,  Bell  Atlantic  and  NYNEX 
announced  plans  to  jointly  invest  up  to 
$100  million  in  CAI  Wireless  Systems  of 
Albany  (NY),  a wireless  cable  company,  to 
speed  the  delivery  of  video  entertainment 
and  information  services  to  customers  in 
the  northeastern  and  mid-Atlantic  states. 

• In  October  1994,  Bell  Atlantic,  NYNEX, 
AirTouch,  and  U S WEST  formed  a wireless 
alliance  to  provide  nationally  branded 
prducts  and  wireless  communications 
services. 

- The  alliance,  whose  objective  is  to  offer 
complementary  cellular  and  personal 
communications  services  (PCS),  will  adopt 
a product-centered  national  brsmding 
strategy,  develop  network  standards,  and 
give  its  partners  increased  leverage  in 
purchasing  network  and  handset 
equipment. 

- The  alliance  formed  PrimeCo  Personal 
Commrmications,  which  is  currently 
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building  PCS  networks  in  licensed 
markets  throughout  the  U.S.  where  the 
partners  do  not  have  a cellular  presence, 
targeting  a service  launch  in  the  fourth 
quarter  of  1996. 

- In  March  1995,  this  partnership  was  a 
successful  bidder  for  licenses  to  provide 
PCS  services  in  11  metropolitan  areas, 
including  Chicago,  Dallas,  Tampa, 
Houston,  Miami,  New  Orleans, 

Milwaukee,  Richmond,  San  Antonio, 
Jacksonville,  and  Honolulu.  The 
partnership  paid  $1.1  billion  for  these 
licenses. 

- In  September  1995,  PrimeCo  Personal 
Communications  announced  provisioning 
contracts  to  equipment  manufacturers 
Lucent  Technologies  and  Motorola.  The 
two  companies  will  supply  both  hardware 
and  software  for  a complete  end-to-end 
wireless  communications  system, 
including  base  stations  and  switching 
equipment. 

Entertainment  and  Information  Services 

includes  the  following  operations: 

• Bell  Atlantic  Video  Services  (BVS),  based  in 
Reston  (VA),  is  a wholly  owned  subsidiary 
with  more  than  110  employees  that 
provides  programming  and  video  services, 
including  the  development  and  delivery  of 
linear  and  interactive  multimedia  television 
services  in  the  mid-Atlantic  region. 

• The  Bell  Atlantic/NYNEX/Pacific  Telesis 
Multimedia  Partnership,  now  known  as 
TELE-TV,  was  formed  in  October  1994  to 
deliver  the  next  generation  of  nationally 
branded  home  entertainment,  information, 
and  interactive  services.  In  March  1995, 
Bell  Atlantic  gained  legal  approval  to 
provide  nationwide  video  services. 


• Bell  Atlantic  Internet  Solutions,  formed  in 
March  1996  and  based  in  Reston  (VA),  was 
created  to  develop  and  deliver  Internet- 
based  services  to  consumers,  business,  and 
government. 

International  operations  in  the 
telecommvmications,  wireless  services,  and 
Interactive  Multimedia  TV  (IMTV)  services 
areas  include  the  following; 

• Telecom  Corporation  of  New  Zealand 
Limited  (TCNZ),  with  Bell  Atlantic  and 
Ameritech  each  owning  24.8%,  is  the 
largest  telecommunications  company  in 
New  Zealand,  providing  local,  national,  and 
international  telecommunications,  cellular, 
and  related  services. 

• Bell  Atlantic  has  a 49%  interest  in  Pacific 
Star  Communications  Pty  Limited,  a 
service  integration  and  facilities 
management  company  in  Australia.  TCNZ 
owns  the  remaining  51%  interest. 

• Grupo  lusacell  (with  Bell  Atlantic  owning 
41.9%  equity  interest)  is  the  leading 
independent  wireless  telecommunications 
company  in  Mexico  and  operates  a non- 
wireline cellular  concession  serving  a 
population  of  more  than  64  million  people. 

• The  Omnitel  Pronto-Italia  consortium  was 
awarded  the  second  cellular  license  in  Italy. 
Bell  Atlantic  has  an  11.6%  share  in  the 
consortium,  which  began  delivering 
commercial  services  in  December  1995. 

• Bell  Atlantic  and  U S WEST  each  have  a 
24.5%  interest  in  EuroTel  Praha  and 
EuroTel  Bratislava,  cellular  providers  in 
the  Czech  Republic  and  Slovakia. 

• Bell  Atlantic,  in  partnership  with  STET, 
operates  Sodalia,  S.A.,  a joint  venture 
located  in  Northern  Italy  to  develop 
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advanced  network  operating  support 
software. 

• In  April  1995,  Bell  Atlantic  International 
and  Ing.C.  Olivetti  & C.,  Europe’s  leading 
information  technology  company, 
announced  plans  to  form  Infostrada  S.p.A., 
a joint- venture  company  that  will  offer 
telecommunication  services  to  business 
customers  in  Italy.  Olivetti  Telemedia  will 
have  a 67%  interest  in  the  new  company 
and  Bell  Atlantic  International  will  own 
33%. 

Other  operations,  related  to  consulting, 

training,  leasing  and  real  estate  services, 

include  the  following; 

• Bell  Atlantic  Professional  Services  broadens 
client  knowledge  of  computer  and 
telecommunications  technologies,  as  well  as 
general  business  skills,  through  classroom 
training,  workshops,  and  packaged  courses. 
This  unit  also  provides  contract  temporary 
professionals  in  the  information  systems, 
financial/accounting,  human  resources,  and 
technical/engineering  areas. 

• Bell  Atlantic  Properties  is  engaged  in  real 
estate  investment  and  management, 
primarily  in  support  of  Bell  Atlantic’s  core 
businesses. 

Company  Strategy 

Bell  Atlantic’s  actions  in  1996  will  focus  on: 

• Moving  forward  with  the  merger  between 
Bell  Atlantic  and  NYNEX 

• Accelerating  revenue  growth  and  becoming 
the  low-cost  provider  in  its  network 
business 

• Competing  aggressively  for  long-distance 
traffic  originating  in  the  Northeast  Corridor 
and  opportunities  in  the  international  long- 
distance market 


• Expanding  its  business  opportunities  by 
building  the  broadband  full-service  network 

• Establishing  a national  “footprint”  for  its 
wireless  business,  including  expanding  its 
PCS  business 

• Delivering  video  and  other  services  over 
wireless  cable  and  modernizing  its  network 
to  switched  broadband 

• Carefully  pursuing  global  investment 
opportunities  that  leverage  its  core 
competencies 

Bell  Atlantic  is  moving  to  establish 
leadership  positions  in  four  emerging 
markets — Network,  Wireless 
Communications,  Entertainment  and 
Information  Services,  and 
International — ^that  complement  its  strengths 
and  increase  its  growth  opportunities.  Bell 
Atlantic’s  growth  strategies  in  these  markets 
are  as  follows: 

• Network — to  expand  existing  revenue 
streams  by  stimulating  market  demand; 
develop  new  high-growth  business 
opportimities  (data  connectivity,  long- 
distance, and  video  services);  optimize 
network  utilization  and  capabilities; 
improve  cost  structure  and  maintain  low- 
cost  provider  status 

• Wireless  Communications — to  optimize 
revenue  opportunities  in  all  key  market 
segments;  achieve  maximum  scale  and 
scope  efficiencies;  drive  margin  growth  and 
profitability;  seek  new  opportunities  to 
leverage  core  competencies 

• Entertainment  and  Information 
Services — to  develop  a cable  TV  alternative 
and  vdtimately,  a differentiated  interactive 
TV  product;  develop  Bell  Atlantic  Video 
Services  to  the  same  levels  of  customer 
service  and  marketing  for  video  services  as 
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for  traditional  telecommunications 
products;  develop  Internet  services  to  meet 
the  informational,  communications,  and 
operational  needs  of  any  PC  user 

• International — ^To  leverage  core 
competencies  in  network,  wireless,  and 
entertainment  and  information  services 
through  selected  investment  in  high- 
growth,  high-return  opportunities 
worldwide,  including  privatizations, 
wireless  or  second  carrier,  and  partnering 
arrangements  with  existing  carriers. 

Financials 

Bell  Atlantic’s  1995  revenue  was  $13.4 
billion,  compared  to  revenue  of  $13.8  billion 
in  1994.  Net  income  was  $1.86  billion,  up 
from  net  losses  of  $754.8  million  in  1994. 

• Revenue  from  cellular  operations  is 
included  in  Bell  Atlantic’s  total  revenue 
only  for  the  first  six  months  of  1995. 
Effective  July  1,  1995  with  the  formation  of 
Bell  Atlantic  NYNEX  Mobile,  Bell  Atlantic 
discontinued  consolidation  of  its  domestic 
cellular  and  paging  operations.  For  the 
second  half  of  1995,  Bell  Atlantic  accounted 
for  its  investment  in  Bell  Atlantic  NYNEX 
Mobile  under  the  equity  method. 


• Excluding  the  company’s  domestic  cellular 
and  paging  operations  that  were  spun  off  in 
1995,  revenue  exceeded  $12.8  billion  in 
1995,  up  from  $12.77  billion  in  1994. 

• Results  for  1995  include  a pretax  gain  of 
approximately  $314  million  ($200  million 
after  tax)  from  the  sale  of  certain  cellular 
properties  in  Massachusetts  and  Rhode 
Island  in  connection  with  the  formation  of 
the  Bell  Atlantic  NYNEX  Mobile 
partnership. 

• Results  for  1994  included  a noncash,  after- 
tax extraordinary  charge  of  $2.15  billion 
($4.92  per  share)  in  connection  with  the 
discontinuance  of  regulatory  accounting 
and  the  revaluation  of  its  telephone  plants. 
Other  charges  totaling  $125.3  million  ($0.28 
per  share)  were  recording  during  1994  in 
connection  with  a work  force  reduction 
program  and  the  disposition  of  certain 
nonstrategic  investments.  1994  earnings 
were  also  reduced  by  approximately  $19 
million  ($0.04  per  share)  from  the 
devaluation  of  the  Mexican  peso  and  $6.7 
million  ($0.02  per  share)  for  debt 
refinancing. 

• A five-year  financial  summary  is  shown  on 
the  following  page. 
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Bell  Atlantic  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

1 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$13,429.5 

$13,791.4 

$13,145.6 

$12,836.0 

$12,659.7 

• Percent  change  from 
previous  year 

(3%) 

5% 

2% 

1% 

Income  before  extraordinary  items  and 

$1,861.8 

$1,401.9 

$1,481.6 

$1,382.2 

$1,229.9 

cumulative  effect  of  changes  in 
accounting  principles 

• Percent  change  from 
previous  year 

(a) 

33% 

(5%) 

7% 

12% 

Net  income  (loss) 

$1,858.3 

$(754.8) 

$1 ,403.4 

$1,340.6 

$(324.4) 

• Percent  change  from 

(b) 

(b)(c) 

(b)(d) 

(b) 

previous  year 

256% 

(154%) 

5% 

513% 

(136%) 

Earnings  (loss)  per  share 

$4.24 

$(1 .73) 

$3.22 

$3.13 

$(0.72) 

• Percent  change  from 

(b) 

(b)(0) 

(b)(d) 

(b) 

previous  year 

345% 

(154%) 

3% 

535% 

(125%) 

(a)  Includes  gains  from  the  sale  of  Bell  Atlantic  Business  Systems  Services  and  certain  cellular  operations 
during  1995. 


(b)  Includes  extraordinary  charges  for  the  early  extinguishment  of  debt,  net  of  tax  of  $3.5  million  ($0.01  per 
share),  $6. 7 million  ($0.02  per  share),  $58.4  million  ($0. 13  per  share),  and  $41.6  million  ($0. 10  per 
share)  in  1995,  1994,  1993,  and  1992,  respectively. 

(c)  Includes  extraordinary  charges  of  $2. 15  billion  ($4.92  per  share)  associated  with  the  discontinuation  of 
certain  regulatory  accounting  principles,  $125.3  million  ($0.28  per  share)  for  a work  force  reduction 
program,  and  $19  million  ($0.04  per  share)  from  the  devaluation  of  the  Mexican  peso. 

(d)  Includes  a cumulative  charge  of  $85  million  ($0.04  per  share)  related  to  a change  in  the  method  of 
accounting  for  postemployment  benefits. 


Source  of  Revenue  by  Product ! Service 

A three-year  summary  of  source  of  revenue 
is  shown  on  the  following  page.  For 
comparison  purposes,  results  for  all  periods 
exclude  revenue  from  Bell  Atlantic’s 
domestic  cellular  and  paging  operations, 
which  were  combined  with  those  of  NYNEX 
to  form  Bell  Atlantic  NYNEX  Mobile  during 
1995  and  are  now  accounted  for  under  the 
equity  method. 

• Local  service  revenues  come  from  the 
telephone  subsidiaries  for  providing  local 
exchange,  local  private  line,  and  public 
telephone  services. 


• Network  access  revenues  are  received 
from  interexchange  carriers  (IXCs)  for 
their  use  of  Bell  Atlantic’s  local  exchange 
facilities  in  providing  long-distance 
services  to  IXC  customers  and  from  end- 
user  subscribers. 

• Toll  services  revenues  are  earned  from 
calls  made  outside  a customer’s  local 
calling  area,  but  within  the  same  service 
area  boundaries  of  Bell  Atlantic’s 
telephone  subsidiaries. 

• Directory  advertising  revenues  are 
derived  primarily  from  local  advertising 
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and  marketing  services  provided  to 
businesses  in  White  and  Yellow  Pages 
directories  published  throughout  the 
region.  Other  directory  publishing 
services  include  database  and  foreign 
directory  marketing. 

• Other  ancillary  services  include  systems 
integration  services,  billing  and  collection 
services  provided  to  IXCs,  facilities  rental 
services,  customer  premises  distribution, 
and  video  services. 


• Value-added  services  represent  a family 
of  services  that  expand  the  use  of  the 
network  and  include  voice  messaging 
services.  Caller  ID,  Return  Call,  Centrex, 
Touch-Tone,  and  customer-premise  wiring 
and  maintenance  services. 

• Other  services  include  computer 
maintenance  services  (divested  during 
1995),  real  estate,  and  leasing  businesses. 


Bell  Atlantic  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

199 

3 

Product/Service 

Revenue 

Percent 

Revenue 

Percent 

Revenue 

Percent 

$ 

of  Total 

$ 

of  Total 

$ 

of  Total 

Network  Services 

Transport  Services 

Local  service 

$4,423.6 

34% 

$4,333.2 

34% 

$4,204.6 

34% 

Network  access 

3,394.7 

26% 

3,237.6 

25% 

3,070.9 

25% 

Toll  service 

1.435.1 

12% 

1.555.5 

12% 

1.558.0 

12% 

$9,253.4 

72% 

$9,126.3 

71% 

$8,833.5 

71% 

Ancillary  Services 

9% 

Directory  advertising 

$1,107.7 

9% 

$1,084.2 

8% 

$1,053.4 

Other 

557.4 

4% 

481.0 

4% 

385.0 

3% 

$1,665.1 

13% 

$1,565.2 

12% 

$1,438.4 

12% 

Value-added  Services 

$1,393.2 

11% 

$1 .284.4 

10% 

$1,193.6 

10% 

Total  Network  Services 

$12,311.7 

96% 

$11,975.9 

94% 

$1 1 ,465.5 

93% 

Other  Services 

$515.9 

4% 

$800.6 

6% 

$929.1 

7% 

Totai* 

$12,827.6 

100% 

$12,776.5 

100% 

$12,394.6 

100% 

* Differences  due  to  rounding. 


Interim  Results 

Total  operating  revenues  for  the  three 
months  ending  March  31,  1996  were  $3.21 
billion,  compared  with  $3.17  billion  for  the 
first  quarter  of  1995.  Net  income  was 


$470.5  million,  a 13%  increase  over  $414.5 
million  for  the  same  period  a year  ago. 


Beli  Atlantic  Corporation 
May  1996 


©INPUT  1996,  Reproduction  prohibrted. 


Page  11  of  1 6 


INPUT  Vendor  Profile 


Market  Financials 

Bell  Atlantic  provides  its 
telecommunications  services  to  a range  of 
business  and  residential  customers  and 
government. 

Systems  integration  and  professional 
services  are  provided  to  a range  of 
businesses  nationwide  and 
telecommunications  and  government 
authorities  in  several  countries. 

Equity  in  income  of  affiliates  was  $236.4 
million  in  1995,  $128.9  million  in  1994,  and 
$70.8  million  in  1993. 

• For  comparability  purposes,  assuming 
Bell  Atlantic  held  an  equity  position  in 
Bell  Atlantic  NYNEX  Mobile  for  all  of 
1995,  1994,  and  1993,  equity  in  income 
from  Bell  Atlantic  NYNEX  Mobile  was 
$267.1  million  in  1995,  compared  to  $122 
million  in  1994  and  $56.9  million  in  1993. 
Increases  were  due  to  increases  in  the 
cellular  subscriber  base  of  43%  in  1995 
and  58%  in  1994. 

• Equity  in  income  of  affiliates  in  1995  and 
1994  was  further  boosted  by  improved 
operating  results  from  the  investment  in 
Telecom  of  New  Zealand. 

• These  increases  were  offset  by  the  effects 
of  goodwill  and  equity  losses  for 
investments  in  Grupo  lusacell  and  equity 
losses  for  TELE-TV. 

Geographic  Markets 

INPUT  estimates  that  virtually  all  of  Bell 
Atlantic’s  revenue  is  derived  from  the  U.S. 
and  less  than  1%  from  international  sources 
because  most  of  Bell  Atlantic’s  international 
interests  are  minority  positions  and  are 
accotinted  for  as  equity  income. 


The  company  derives  its 
telecommunications  services  revenue  from 
the  states  of  New  Jersey,  Pennsylvania, 
Delaware,  Maryland,  Virginia,  West 
Virginia,  and  the  District  of  Columbia. 

Consulting  and  systems  integration  services 
are  available  worldwide  through 
international  units  of  Bell  Atlantic. 

Investments 

In  March  1995,  Bell  Atlantic  and  NYNEX 
announced  an  agreement  to  invest  up  to 
$100  million  in  CAI  Wireless  Systems,  a 
wireless  cable  company,  to  speed  the 
delivery  of  video  entertainment  and 
information  services  to  customers  in  the 
northeastern  and  mid-Atlantic  states. 

• Bell  Atlantic  and  NYNEX  gain  the  right 
to  use  the  distribution  systems  of  CAI  to 
begin  offering  digital  video  programming 
to  customers  as  early  as  next  year. 

• Bell  Atlantic  and  NYNEX  will  continue  to 
develop  and  deploy  full-service  networks, 
pending  FCC  approval. 

Bell  Atlantic  has  made  a number  of 
investments  internationally — including 
TCNZ,  Crupo  lusacell,  Omnitel  Pronto 
Italia,  EuroTel,  Pacific  Star 
Communications,  and  Sodalia — ^which  have 
been  summarized  under  the  Organization 
and  Structure  section  of  this  profile. 

Divestitures 

In  the  fourth  quarter  of  1995,  Bell  Atlantic 
sold  its  domestic  computer  maintenance 
subsidiary.  Bell  Atlantic  Business  Systems 
Services,  Inc.,  and  its  interests  in  certain 
European  computer  maintenance 
operations  to  Decision  Servcom  for 
approximately  $250  million.  Total 
operating  revenue  related  to  this  business 
was  approximately  $402  million  in  1995, 
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$472  million  in  1994,  and  $386  million  in 
1993. 

During  1995,  in  conjunction  with  the 
formation  of  Bell  Atlantic  NYNEX  Mobile, 
Bell  Atlantic  sold  certain  cellular  properties 
in  Massachusetts  and  Rhode  Island, 
recording  a pretax  gain  of  approximately 
$314  million  in  1995. 

In  the  second  quarter  of  1994,  Bell  Atlantic 
sold  the  assets  of  Bell  Atlantic  TnCon 
Leasing  Corporation  (except  for  leveraged 
lease  and  project  finance  portfolios)  to  GFC 
Financial  Corporation.  TriCon  leases  office, 
medical,  and  other  equipment  and  provides 
other  types  of  financing. 

In  the  fourth  quarter  of  1994,  Bell  Atlantic 
sold  substantially  all  of  the  assets  of  a 
computer  leasing  subsidiary.  Bell  Atlantic 
Systems  Leasing  International,  including 
the  company’s  50%  ownership  interest  in 
Pacific  Atlantic  Systems  Leasing. 

During  1994,  Bell  Atlantic  divested  Vision 
Energy  Resources,  a subsidiary  that  sells 
and  distributes  liquefied  petroleum  gas 
primarily  in  the  midwestem  U.S.  and 
Florida.  Vision  Energy  was  a holding  of 
Metro  Mobile,  a cellular  acquisition  in  1992. 

Employees 

As  of  December  31,  1995,  Bell  Atlantic  and 
its  subsidiaries  had  61,766  employees 
(down  from  72,339  employees  as  of 
December  31,  1994),  segmented  as  follows: 


Network  operations 57,823 

Network  related 3,017 

All  other 9^ 

61,766 


The  company  currently  has  approximately 
61,200  employees. 


Key  Products  and  Services 

The  discussion  that  follows  focuses  on  the 
information  services  offered  by  Bell  Atlantic 
through  its  various  business  units. 

Network  Services 

The  Network  Services  telephone  companies 
offer  ISDN  and  several  fast  packet  data 
transmission  services  to  its  business 
customers,  including  switched  multimegabit 
data  service  (SMDS),  frame  relay,  and  ATM 
technology. 

The  Network  Services  companies  also  offer 
a range  of  “information  services”  such  as 
message  storage  services,  voice  mail, 
electronic  mail,  and  Answer  Call — ^a 
telephone  answering  service  aimed  at 
residential  and  small  business  customers. 

• T-Mail,  released  in  1995,  is  a telephone 
mailbox  that  allows  customers  to  send 
messages  directly  to  any  individual  or 
group  of  people  that  have  the  service. 

• Other  emerging  products  and  services  for 
consumers  include  residential  ISDN  and 
Internet  access. 

Network  access  services  are  provided  to 
approximately  400  to  450  carrier  customers, 
including  interexchange  carriers  (such  as 
AT&T,  MCI,  and  Sprint),  local  exchange 
carriers,  operator  service  providers,  and 
cellular  and  wireless  carriers. 

• Carrier  Services  represented 
approximately  21%  ($2.6  billion)  of  Bell 
Atlantic’s  Network  Services  revenue  in 
1995,  of  which  about  73%  was  from 
SAvitched  access,  21%  from  special  access, 
4%  from  billing  services,  and  2%  from 
wireless  access. 

• The  Billing  Validation  Service  is  used  by 
interexchange  carriers  to  validate  collect 
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calls,  calls  billed  to  calling  cards,  and 
third  numbers. 

• New  and  emerging  Carrier  Services 
products  and  services  include  the 
following: 

- Advanced  Intelligent  Network  (AIN)- 
based  services 

- Carrier  Identification  Parameter 

- PCS  Support  Services 

- In-region  InterLATA  Transport 

- ATM 

- 888  Calling  Services 

Through  Bell  Atlantic  Network  Integration, 
Large  Business  Services  offers  a range  of 
multivendor  network  integration  services, 
including  network  architecture  planning, 
installation,  network  management, 
relocation  services,  and  post-installation 
support  to  companies  nationwide. 

Entertainment  and  Information  Services 
Bell  Atlantic  is  preparing  for  the 
convergence  of  broadcast  entertainment, 
information,  and  communications. 

• The  company  intends  to  build  the 
distribution  system  that  can  reach  and 
service  a significant  customer  base,  create 
and  market  a recognizable  brand  to 
establish  customer  loyalty,  and  use  cash 
flows  generated  from  the  customer  base  to 
continue  development  of  content  and 
applications. 

• Bell  Atlantic  is  developing  a cable  TV 
alternative  (and  ultimately  an  interactive 
TV  product);  an  in-region  Video  Service 
Operator  (Bell  Atlantic  Video  Services)  for 
video  services;  and  Internet  services. 


TELE-TV,  the  Bell  Atlantic/NYNEX/Pacific 
Telesis  Multimedia  Partnership,  was 
formed  to  deliver  the  next  generation  of 
nationally  branded  home  entertainment, 
information,  and  interactive  services. 

• The  partnership  has  two  separate  profit 
centers — a technology  and  integration 
(platform)  company  and  a media 
company. 

• The  platform  company  (TELE-TV 
Systems)  will  develop  integrated  delivery, 
business,  and  operating  systems  to 
support  the  transport  of  traditional  and 
on-demand  programming  over  VDT 
networks  under  construction  by  the 
partners  and  provide  greater  access  for 
content  providers  and  programmers. 

• The  media  company  (TELE-TV  Media) 
will  develop  a nationally  branded  portfolio 
of  traditional  and  interactive 
programming  for  wholesale  distribution 
throughout  the  U.S.  and  internationally; 
develop  a user-fHendly  navigator 
technology;  and  provide  content 
development  from  multiple  sources. 

• Development  efforts  will  result  in 
programming  delivered  over  several 
distribution  platforms,  MMDS  wireless 
technology,  full-service  networks,  and  a 
Mega-Web  Site  on  the  World  Wide  Web. 

• The  TELE-TV  brand  is  scheduled  for 
introduction  to  a limited  number  of 
households  in  each  partner’s  region  in  late 
1996,  with  an  aggressive  launch  following 
in  1997. 

• TELE-TV  now  owns  the  Digital 
Production  Center  in  Reston  (VA),  a full- 
scale  facility  designed  to  produce  and 
deliver  entertainment,  information,  and 
IMTV  services  on  demand. 
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Bell  Atlantic  Video  Services  (BVS),  Bell 
Atlantic’s  in-region  video  service  operator, 
is  focused  on  the  development  of  linear  and 
interactive  multimedia  television  (IMTV) 
services. 

• The  company  currently  employs 
approximately  110  people  with 
backgrounds  in  cable,  broadcast  and 
network  television,  consumer  retailing, 
advertising,  systems  integration, 
computers,  and  telecommunications. 

• BVS  has  conducted  technical  and  market 
trials  for  early  navigator  technology  and 
has  begun  to  build  the  infrastructure  to 
distribute,  market,  and  service  the  TELE- 
TV offering  in-region.  BVS  will  focus  on 
in-region  marketing  and  operations,  as 
well  as  local  and  regional  programming. 

• BVS  launched  a large-scale  video-on- 
demand  consumer  market  trial 
(“Stargazer”)  in  May  1995  after 
completing  a two-year  technical  trial  in 
northern  Virginia. 

Bell  Atlantic  Internet  Solutions  (BAIS), 
formed  in  March  1996  and  based  in  Reston 
(VA),  was  created  to  develop  and  deliver 
Internet-based  services  to  consumers, 
business,  and  government. 

• BAIS  will  offer  an  array  of  products  and 
services  to  facilitate  dial-up  and  private 
line  connections  to  the  Internet,  including 
a client  browser,  enhanced 
commtmication  tools,  full-service  support 
for  Web  site  production  and  hosting,  and 
network  integration  and  consulting.  It 
will  focus  on  high-value  services, 
including  transaction  and  advertising 
services. 

• Primary  emphasis  will  be  on  meeting  the 
needs  of  small  to  medium-sized 


businesses  and  local  governments  in  the 
mid-Atlantic  region. 

• The  company  is  currently  conducting  a 
trial  of  high-speed,  dedicated  access 
services  for  connecting  businesses  with 
the  Internet  in  the  Washington,  D.C. 
area. 

• The  unit  is  providing  cobranded  Netscape 
Navigator  client  software  to  residential 
customers  and  a range  of  Netscape  client 
and  server  software  to  business 
customers. 

International 

Bell  Atlantic  International,  Inc.  provides 
telecommunications  consulting  and 
software  systems  integration  services  to 
telecommunications  authorities  in  several 
countries  and  has  entered  into  business 
development  agreements  with  various 
governmental  authorities. 

Other 

Bell  Atlantic  Professional  Services,  with 
580  employees,  provides  classroom  training, 
workshops,  and  packaged  courses  in  the 
areas  of  computer  and  telecommunications 
technologies  as  well  as  general  business 
skills.  This  imit  also  provides  contract 
temporary  professionals  in  the  information 
systems,  financiaPaccoimting,  human 
resources,  and  technical/engineering  areas. 

Marketing  and  Sales 

Bell  Atlantic  markets  its  products  and 
services  through  a direct  sales  force. 

Alliances 

In  addition  to  the  previously  discussed 
alliances  with  NYNEX,  AirTouch,  and  U S 
WEST,  Bell  Atlantic  has 
agreements/alliances  with  various  vendors 
as  follows: 
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• Under  a marketing  alliance  with  Digital 
Equipment  Corporation,  Bell  Atlantic  can 
make  available  to  Department  of  Defense 
(DoD)  information  technology  users  more 
than  500  Digital  hardware  and  software 
products  and  services  for  use  in  Bell 
Atlantic-installed  networks  through  a 
Telecommunications  Modernization 
Program  (TEMPO)  contract  with  the  DoD. 
Under  the  10-year  contract,  awarded  in 
1991,  Bell  Atlantic  services  more  than  400 
DoD  organizations  at  380  sites  in  the 
Washington  metropolitan  area. 

• Bell  Atlantic  is  working  with  Microsoft  in 
a marketing  effort  to  enhance  awareness 
of  ISDN  and  streamline  the  ordering, 
provisioning,  and  configuration  process 
for  users  of  Window  95  and  Windows  NT 
operating  systems. 

• Bell  Atlantic,  GTE,  Pacific  Telesis,  and 
Southwestern  Bell  have  entered  into  a 
service  agreement  to  jointly  promote 
IntelliBridge,  a single  point  of  contact  for 
customers  seeking  information  about 
advanced  intelligent  networks  (AIN)  and 
coordinate  needs  among  AIN  service 
providers. 


Competitors 

Bell  Atlantic  competitors  in  the  network 
integration  area  include  Digital  Equipment 
Corporation,  Andersen  Consulting,  AT&T, 
Advantis,  Frederick  Computers,  CSC,  I- 
NET,  LAN  Systems,  MFS  (Datanet  and 
Network  Technologies  divisions).  The 
Future  Now,  S3mtrex  Technologies,  and 
Unisys. 

Assessment 

Bell  Atlantic’s  strengths  include: 

• Modern  network  infrastructure 

• Communications  services  efficiency 

• A world  leader  in  intelligent  network 
software 

• Expanded  capabilities  in  wireless 
Challenges  over  the  coming  year  include: 

• Markets  being  opened  to  competition 

• Expanding  into  new  markets  for  video 
and  entertainment  services 

• Expanding  into  new  markets  for  long- 
distance services 
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Status:  Public 

Employees:  72,000  (3/95) 

Revenue:  $13,791,400,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Bell  Atlantic  is  at  the  forefront  of  the  new 
communications,  entertainment  and 
information  industry,  providing  an  array  of 
local  telecommunications  services 
throughout  the  mid-Atlantic  region.  The 
company  is  also  one  of  the  nation’s  largest 
cellular  carriers. 


• BeU  Atlantic  is  a partner  in  national 
alliances  that  will  offer  wireless 
communications,  as  weU  as  video  and 
interactive  programming. 

• Bell  Atlantic  also  has  substantial  holdings 
and  operations  in  international  markets  and 
provides  services  for  customer-based 
information  technology. 

• During  1994,  Bell  Atlantic  and  NYNEX 
announced  a joint  venture  intended  to 
combine  their  domestic  cellular  operations. 
The  transaction  is  expected  to  close  during 
the  third  quarter  of  1995.  AirTouch  and  U S 
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WEST  have  joined  Bell  Atlantic  and 
NYNEX  to  form  a wireless  partnership  to 
huild  and  dehver  nationally  branded 
wireless  communications  services. 

• During  1994,  BeU  Atlantic  formed  an 
aUiance  with  NYNEX  and  Pacific  Telesis 
called  Tele-TV  to  expedite  entry  into  the 
video  services  market.  In  March  1995,  BeU 
Atlantic  gained  legal  approval  to  provide 
nationwide  video  services. 

• In  early  1995,  BeU  Atlantic  began  market 
trials  of  video-on-demand  in  northern 
Virginia. 

• In  March  1995,  BeU  Atlantic  and  NYNEX 
announced  plans  to  jointly  invest  up  of  $100 
miUion  in  CAI  Wireless  Systems  of  Albany 
(NY),  a wireless  cable  company,  to  speed  the 
deUvery  of  video  entertainment  and 
information  services  to  customers  in  the 
northeastern  and  mid-Atlantic  states. 

Company  Description 

BeU  Atlantic  is  one  of  the  seven  regional 
holding  companies  formed  on  January  1,  1984 
when  AT&T  divested  itself  of  its  exchange 
telecommunications,  exchange  access,  printed 
directory,  advertising  portions  of  telephone 
company  subsidiaries  and  ceUular  mobUe 
communications  businesses. 

BeU  Atlantic  is  a diversified 
telecommunications  company  that  provides 
advanced  voice  and  data  services  in  the  mid- 
Atlantic  region  and  wireless  communications 
throughout  the  East  Coast  markets  and  parts 
of  the  Southeast  and  Southwest. 

• The  company  provides  a range  of  local 
exchange  telecommunications  in  New 
Jersey,  Pennsylvania,  Delaware,  Maryland, 
Virginia,  West  Virginia  and  Washington, 
D.C.  The  company  is  developing  a variety  of 


new  products,  including  video, 
entertainment  and  information  services. 

• BeU  Atlantic  also  is  one  of  the  nation’s 
largest  ceUular  carriers  and  has  an 
ownership  position  in  ceUular  companies 
internationaUy. 

• Other  services  include  hardware  and 
software  maintenance,  network  integration, 
outsourcing  and  professional  services. 

Organization  and  Structure 

BeU  Atlantic  Corporation’s  current 
organization  is  outUned  in  the  exhibit  on  the 
foUowing  page. 

Network  Services  provides 
telecommunications  services  through  seven 
operating  companies.  Lines  of  business 
include  the  foUowing; 

• Consumer  Services,  contributing  34%  to 
1994  Network  Services  revenue,  markets 
communications  services  to  residential 
customers  within  its  territory  (11  mUUon 
households  and  29  mUUon  people)  and  plans 
to  market  information  services  and 
entertainment  programming. 

• Carrier  Services,  contributing  21%  to  1994 
Network  Services  revenue,  markets 
switched  and  special  access  to  the  Network 
Services  Companies’  local  exchange 
networks  and  bUUng  and  coUection  services, 
including  recording,  rating,  bUl  processing 
and  biU  rendering.  Approximately  93%  of 
Carrier  Services  revenue  comes  from 
interexchange  carriers;  AT&T  is  the  largest 
single  customer.  Most  of  the  remaining 
revenue  comes  from  business  customers  and 
government  agencies  with  their  own  special 
access  network  connections,  wireless 
companies  and  other  local  exchange  carriers 
that  reseU  network  connections  to  their  own 
customers. 
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Exhibit 

Bell  Atlantic  Corporation 
Organizational  Structure 


Unit 

Lines  of  Business 

Companies 

Network  Services 

Consumer  Services 
Carrier  Services 
Small  Business  Services 
Large  Business  Services 
Directory  Services 
Public  and  Operator  Services 
Federal  Systems  Services 

Bell  Atlantic — New  Jersey 
Bell  Atlantic — Pennsylvania 
Bell  Atlantic — Delaware 
Bell  Atlantic — Maryland 
Bell  Atlantic — ^Virginia 
Bell  Atlantic — ^West  Virginia 
Bell  Atlantic — Washington,  D.C. 

Yellow  Pages  Advertising  Sales 
and  Service 

Chesapeake  Directory  Sales 
National  Telephone  Directory 
Penn-Del  Directory 

Electronic  Composition  and  Database 
Management  Services  for  Directory 
Advertisers 

Bell  Atlantic  Directory  Graphics 

Other 

Bell  Atlantic  TeleProducts 
Bell  Atlantic  Meridian  Systems  * 

Domestic  Wireless  Services 

Cellular  Services 
Paging  Services 

Personal  Communications  Services 

Bell  Atlantic  Mobile 
Bell  Atlantic  Paging 
PCS  PrimeCo  * 
TOMCOM  * 

Video  and  Entertainment 
Services 

Video  Information  Provider 
Content  and  Programming 
Technology,  Systems  and  Programming 
Support 

Bell  Atlantic  Video  Services 
Bell  Atlantic/NYNEX/Pacific 
Telesis  Multimedia  Partnership  * 

International 

Telecommunications  Services 
Wireless  Services 
IMTV  Services 

Telecom  Corporation  of  New 
Zealand  Limited  * 

Grupo  lusacell,  S.A.  de  C.V.  * 
Omnitel  Pronto  Italia  * 

EuroTel  * 

Pacific  Star  Communications  * 
TeleZone  * 

Sodalia  S.p.A.  * 

Other 

Computer  Maintenance  and  Consulting 
Services 
Leasing  Services 
Real  Estate  Services 
Other 

Bell  Atlantic  Business  Systems 
Services 

Bell  Atlantic  TriCon  Leasing 

Bell  Atlantic  Properties 

Bell  Atlantic  Professional  Services 

• Minority  investments 
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• Small  Business  Services,  contributing  15% 
to  1994  Network  Services  revenue,  markets 
communications  and  information  services 
to  small  businesses  (customers  having  up 
to  20  access  lines  or  100  Centrex  lines). 

This  hne  of  business  has  approximately  1.2 
miUion  small  business  customers  in  its 
territory. 

• Large  Business  Services,  contributing  13% 
to  1994  Network  Services  revenue,  markets 
communications  and  information  services 
to  large  businesses  (customers  having  more 
than  20  access  Hnes  or  more  than  100 
Centrex  hnes).  These  services  include 
voice/switching/processing  services 
(dedicated  private  hnes,  custom  Centrex, 
caU  management  and  voice  messaging), 
end-user  networking  (credit  and  debit  card 
transactions,  PC-based  conferencing 
(including  data  and  video), 
internetworking,  network  integration, 
network  optimization,  video  services 
(distance  learning,  telemedicine, 
surveiUance,  videoconferencing)  and 
integrated  multimedia  apphcations 
services. 

• Directory  Services,  contributing  9%  to  1994 
Network  Services  revenue,  manages  the 
provision  of  advertising  and  marketing 
services  to  advertisers  and  hsting 
information  (White  Pages  and  YeUow 
Pages),  as  weh  as  photocomposition, 
database  management  and  other  related 
services  to  the  pubhshers. 

• Pubhc  and  Operator  Services,  contributing 
6%  to  1994  Network  Services  revenue, 
markets  pay  telephone  and  operator 
services  in  BeU  Atlantic’s  territory  to  meet 
consumer  needs  for  accessing  pubhc 
networks,  locating  and  identifying  network 
subscribers,  providing  cahing  assistance 
and  arranging  biUing  alternatives  (calhng 
card,  coUect  and  third  party  caUs). 


• Federal  Systems  Services,  contributing  2% 
to  1994  Network  Services  revenue,  markets 
communications  and  information 
technology  and  services  to  departments, 
agencies  and  offices  of  the  executive, 
judicial  and  legislative  branches  of  the 
federal  government. 

• Chesapeake  Directory  Sales  Company, 
National  Telephone  Directory  and  Penn- 
Del  Directory  provide  professional 
advertising  sales  and  service  for  YeUow 
Pages  directories. 

• BeU  Atlantic  Directory  Graphics  provides 
region-wide  electronic  composition  and 
database  management  services  for 
directory  advertising  businesses. 

• BeU  Atlantic  TeleProducts  distributes 
CaUer  ID  equipment  and  seUs  a range  of 
fax  machine  and  telephone  products  to 
residential,  work-at-home  and  smaU 
business  customers. 

• BeU  Atlantic  Meridian  Systems,  in 
partnership  with  Northern  Telecom,  seUs 
and  services  customer  premises  equipment 
primarily  in  the  mid-Atlantic  region. 

Domestic  Wireless  Services  includes  the 

foUowing  operations: 

• BeU  Atlantic  MobUe  (BAM)  is  the  largest 
ceUular  carrier  on  the  East  Coast  and  one 
of  the  largest  and  fastest  growing  wireless 
companies  in  the  U.S.  BAM’s  service  area 
currently  includes  portions  of  15  states  in 
the  Northeast,  Mid-Atlantic,  Southeast  and 
Southwest  U.S.  regions  and  the  District  of 
Columbia.  BAM  had  more  than  $1  bUUon 
in  revenues  in  1994  and  currently  serves  in 
excess  of  1.8  miUion  customers,  expecting 
to  top  the  2 miUion  market  before  mid- 
1995. 
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• Bell  Atlantic  Paging  offers  a range  of 
paging  equipment  and  paging  services  in 
the  mid-Atlantic  region. 

• PCS  PrimeCo.  is  one  of  two  companies 
formed  by  the  BeU  Atlantic/NYNEX, 
AirTouch  and  U S WEST  alliance  of 
October  1994.  PCS  PrimeCo.  was  formed 
to  acquire  Personal  Communications 
Services  (PCS)  licenses  in  the  FCC 
spectrum  auction  and  build  a network  to 
support  various  wireless  service  offerings. 

• TOMCOM,  the  second  company  formed  as  a 
result  of  the  alliance,  is  a technical 
operating  and  marketing  services 
organization  that  will  develop  a national 
branding  and  marketing  strategy  and 
technical  and  service  standards  for  its 
wireless  properties,  making  these 
standards  open  to  other  PCS  providers 
across  the  country. 

Video  and  Entertainment  Services  includes 
the  following  operations: 

• BeU  Atlantic  Video  Services  (BVS),  based  in 
Reston  (VA),  is  a whoUy  owned  subsidiary 
developing  hnear  and  interactive 
multimedia  television  services. 

• The  BeU  Atlantic/NYNEX/Pacific  Telesis 
Multimedia  Partnership,  now  known  as 
Tele-TV,  was  formed  in  October  1994  to 
deUver  the  next  generation  of  national 
branded  home  entertainment,  information 
and  interactive  services. 

International  operations  in  the 
telecommunications,  wireless  services  and 
Interactive  Multimedia  TV  (IMTV)  services 
areas  include  the  foUowing: 

• Telecom  Corporation  of  New  Zealand 
Limited  (TCNZ),  with  BeU  Atlantic  and 
Ameritech  each  owning  24.8%,  is  the 
largest  telecommunications  company  in 
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New  Zealand,  providing  local,  national  and 
international  telecommunications,  ceUular 
and  related  services. 

• BeU  Atlantic  has  a 49%  interest  in  Pacific 
Star  Communications  Pty  Limited,  a 
service  integration  and  faciUties 
management  company  in  AustraUa.  TCNZ 
owns  the  remaining  51%  interest. 

• Grupo  lusaceU  (with  BeU  Atlantic  owning 
41.9%  equity  interest)  is  the  leading 
independent  wireless  telecommunications 
company  in  Mexico  and  operates  a non- 
wireUne  ceUular  concession  serving  a 
population  of  more  than  64  mUUon  people. 

• The  Omnitel  Pronto  ItaUa  consortium  was 
awarded  the  second  ceUular  Ucense  in  Italy. 
BeU  Atlantic  has  an  11.6%  share  in  the 
consortium  which  is  expecting  to  deUver 
commercial  services  later  in  1995. 

• BeU  Atlantic  and  U S WEST  each  have  a 
24.5%  interest  in  EuroTel,  a ceUular 
provider  in  the  Czech  RepubUc  and 
Slovakia. 

• BeU  Atlantic  and  AirTouch  have  a minority 
equity  investment  in  TeleZone  Corporation, 
a privately-held  Canadian  company 
interested  in  budding  a nationwide 
wireless  communications  network  in 
Canada  using  PCS  technology. 

• BeU  Atlantic,  in  partnership  with  STET, 
operates  SodaUa,  S.A.,  a joint  venture 
located  in  Northern  Italy  to  develop 
advanced  network  operating  support 
software. 

• In  April  1995,  BeU  Atlantic  International 
and  Ing.C.  OUvetti  & C.,  Europe’s  leading 
information  technology  company, 
announced  plans  to  form  Infostrada  S.p.A., 
a joint  venture  company  that  wiU  offer 
telecommunication  services  to  business 
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customers  in  Italy.  Olivetti  Telemedia  wiU 
have  a 67%  interest  in  the  new  company 
and  Bell  Atlantic  International  will  own 
33%. 

Other  operations,  related  to  hardware  and 

software  maintenance,  consulting,  training, 

leasing  and  real  estate  services,  include  the 

following: 

• BeU  Atlantic  Business  Systems  Services 
provides  multivendor  maintenance 
services,  software  support  and  disaster 
recovery  and  consulting  services  for  more 
than  10,000  hardware  and  software 
products  from  more  than  600 
manufacturers. 

• Bell  Atlantic  Professional  Services 
broadens  chent  knowledge  of  computer  and 
telecommunications  technologies,  as  weU  as 
general  business  skiUs,  through  classroom 
training,  workshops  and  packaged  course. 
This  unit  also  provides  contract  temporary 
professionals  in  the  information  systems, 
financial/accounting,  human  resources  and 
technical/engineering  areas. 

• Bell  Atlantic  Tricon  Leasing  holds  the 
remaining  leveraged  leases  retained  by  BeU 
Atlantic. 

• BeU  Atlantic  Properties  is  engaged  in  real 
estate  investment  and  management, 
primarUy  in  support  of  BeU  Atlantic’s  core 
businesses. 

Company  Strategy 

BeU  Atlantic’s  actions  in  1995  wUl  focus  on: 

• Accelerating  revenue  growth  and  becoming 
the  low-cost  providers  in  its  network 
business 

• Expanding  its  business  opportunities  by 
buUding  the  broadband  fuU-service  network 


• EstabUshing  a national  “footprint”  for  its 
wireless  business,  including  launching  its 
PCS  business 

• DeUvering  video  and  other  services  over 
wireless  cable  and  the  fuU-service  network 

• CarefuUy  pursuing  global  investment 
opportunities  that  leverage  its  core 
competencies 

BeU  Atlantic  is  moving  to  estabUsh 
leadership  positions  in  four  emerging 
markets — ^The  InteUigent  Network,  Wireless 
Communications,  Video  and  Entertainment 
and  International — that  complement  its 
strengths  and  increase  its  growth 
opportunities.  BeU  Atlantic’s  strategies  in 
these  markets  are  as  foUows: 

• The  InteUigent  Network — To  create  growth 
and  revenue  opportunities  within  its  core 
business  by  deplo5dng  a fuU-service 
network  capable  of  transporting  voice,  data 
and  video 

• Wireless  Communications — To  become  a 
national  leader  in  wireless  to  enable 
customers  to  communicate  by  voice  and 
data  from  anjwhere  at  any  time 

• Video  and  Entertainment — To  lead  the 
market  in  bringing  enhanced  video, 
entertainment  and  interactive  multimedia 
services  to  customers  over  video  dial-tone 
platforms 

• International — To  leverage  core 
competencies  in  network,  wireless  and 
enhanced  entertainment  through  selected 
investment  in  high-growth,  high-return 
opportunities  worldwide 

Financials 

BeU  Atlantic’s  1994  revenue  reached  nearly 
$13.8  biUion,  a 5%  increase  over  1993 
revenue  of  $13.1  biUion. 
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• Excluding  Bell  Atlantic’s  financial  services 
business,  which  was  substantially  disposed 
of  in  1994,  revenues  increased  more  than 
6%  during  1994. 

• The  company  reported  a net  loss  in  1994  of 
$754.8  miUion  ($1.73  per  share),  compared 
to  net  income  of  $1.4  biUion  ($3.22  per 
share)  in  1993  and  net  income  of  $1.34 
bfifion  ($3.13  per  share)  in  1992. 

• Results  for  1994  included  a non  cash,  after- 
tax extraordinary  charge  of  $2.15  biUion 
($4.92  per  share)  in  connection  the 
discontinuance  of  regulatory  accounting 
and  the  revaluation  of  its  telephone  plants. 


Other  charges  totaling  $125.3  miUion 
($0.28  per  share)  were  recording  during 
1994  in  connection  with  a workforce 
reduction  program  and  the  disposition  of 
certain  non-strategic  investments.  1994 
earnings  were  also  reduced  by 
approximately  $19  milhon  ($0.04  per  share) 
from  the  devaluation  of  the  Mexico  peso 
and  $6.7  mfifion  ($-0.02  per  share)  for  debt 
refinancing. 

• Excluding  these  special  charges,  1994 
earnings  were  $3.53  per  share,  versus 
comparable  adjusted  earnings  of  $3.24  per 
share  in  1993,  an  increase  of  9%. 


Bell  Atlantic  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$13,791.4 

$13,145.6 

$12,836.0 

$12,659.7 

$12,649.8 

• Percent  change  from 
previous  year 

5% 

2% 

1% 

— 

N/A 

Income  before  extraordinary  items  and 
cumulative  effect  of  changes  in 
accounting  principles 

$1,401.9 

$1,481.6 

$1,382.2 

$1,229.9 

$1,230.5 

• Percent  change  from 
previous  year 

(5%) 

7% 

12% 

- 

20% 

Net  income  (loss) 

$(754.8) 

$1,403.4 

$1,340.6 

$(324.4) 

$1,230.5 

• Percent  change  from 
previous  year 

(a)(b) 

(154%) 

(b)(c) 

5% 

(b) 

513% 

(136%) 

20% 

Earnings  (loss)  per  share 

$(1.73) 

$3.22 

$3.13 

$(0.72) 

$2.92 

• Percent  change  from 
previous  year 

(a)(b) 

(154%) 

(b)(c) 

3% 

(b) 

535% 

(125%) 

23% 

(a)  Includes  extraordinary  charges  of  $2. 15  billion  ($4. 92  per  share)  associated  with  the  discontinuation  of 
certain  regulatory  accounting  principles,  $125.3  million  ($0.28  per  share)  for  a workforce  reduction 
program  and  $19  million  ($0.04  per  share)  from  the  devaluation  of  the  Mexican  peso. 


(b)  Inciudes  extraordinary  charges  for  the  early  extinguishment  of  debt,  net  of  tax  of  $6. 7 million  ($0.02  per 
share),  $58.4  million  ($0. 13  per  share)  and  $41.6  million  ($0. 10  per  share)  in  1994,  1993  and  1992, 
respectively. 

(c)  Includes  a cumulative  charge  of  $85  million  ($0.04  per  share)  related  to  a change  in  the  method  of 
accounting  for  postemployment  benefits. 
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Source  of  Revenue  by  Product  Service 

A three-year  summary  of  source  of  revenue 

is  shown  on  the  following  page. 

• Local  service  revenues  come  from  the 
telephone  subsidiaries  for  providing  local 
exchange,  local  private  Hne  and  pubhc 
telephone  services. 

• Network  access  revenues  are  received 
from  interexchange  carriers  (IXCs)  for 
their  use  of  Bell  Atlantic’s  local  exchange 
facilities  in  providing  long-distance 
services  to  IXC  customers  and  from  end- 
user  subscribers. 

• ToU  services  revenues  are  earned  from 
calls  made  outside  a customer’s  local 
calhng  area,  but  within  the  same  service 
area  boundaries  of  Bell  Atlantic’s 
telephone  subsidiaries. 

• Directory  advertising  revenues  are 
derived  primarily  from  local  advertising 
and  marketing  services  provided  to 
businesses  in  White  and  Yellow  Pages 
directories  published  throughout  the 
region. 

• Other  ancillary  services  include  systems 
integration  services,  bdling  and  collection 
services  provided  to  IXCs  and  facilities 
rental  services. 

• Value-added  services  include  a family  of 
enhanced  services,  including  Call 
Waiting,  Return  Call,  CaUer  ID,  Answer 
Call  and  Voice  Mail,  and  customer 
premises  services  such  as  inside  wire 


installation  and  maintenance  and  other 
central  office  services. 

• Wireless  services  include  revenues 
generated  from  Bell  Atlantic  Mobile  and 
its  affiliates  that  provide  domestic 
cellular  and  paging  communications 
services. 

• Other  services  include  computer 
maintenance,  software  development  and 
support,  telecommunications  consulting, 
video  services,  real  estate,  diversified  and 
computer  leasing. 

Interim  Results 

Total  operating  revenues  for  the  three 
months  ending  March  31,  1995  were  $3.45 
bilhon,  compared  with  $3.42  billion  for  the 
first  quarter  of  1994.  Net  income  was 
$414.5  miUion,  a 6%  increase  over  $389.2 
mfilion  for  the  same  period  a year  ago. 

Market  Financials 

Bell  Atlantic  provides  its 
telecommunications  services  to  a range  of 
business  and  residential  customers  and 
government. 

Systems  integration  and  professional 
services  are  provided  to  a range  of 
businesses  nationwide  and 
telecommunications  and  government 
authorities  in  several  countries. 

Computer  maintenance  services  are 
provided  to  businesses  worldwide. 
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Bell  Atlantic  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Network  Services 

Transport  Services 

Local  service 

$4,312.4 

32% 

$4,187.4 

32% 

$4,046.4 

31% 

Network  access 

3,237.6 

23% 

3,070.9 

23% 

2,953.1 

23% 

Toll  service 

1.555.5 

11% 

1.558.0 

12% 

1.556.2 

12% 

$9,105.5 

66% 

$8,816.6 

67% 

$8,555.7 

66% 

Ancillary  Services 

Directory  advertising 

$1,082.0 

8% 

$1,049.0 

8% 

$1,021.8 

8% 

Other 

441S 

2% 

363.3 

2% 

2215 

2% 

$1,523.9 

11% 

$1,412.3 

11% 

$1,363.3 

11% 

Value-added  Services 

$1,284.4 

2% 

$1,193.6 

2% 

$1.127.9 

2% 

Total  Network  Services 

11,913.8 

86% 

11,422.2 

87% 

11,066.9 

86% 

Wireless  Services 

Cellular  operations 

$1,044.9 

8% 

$773.4 

6% 

$586.1 

5% 

Paging 

14.9 

- 

12.1 

= 

12^ 

“ 

Total  Wireless  Services 

$1,059.8 

8% 

$785.5 

6% 

$602.6 

5% 

Other  Services 

$817.8 

6% 

$937.9 

7% 

$1,166.5 

9% 

Total 

13,791.4 

100% 

13,145.6 

100% 

12,836.0 

100% 

Geographic  Markets 

INPUT  estimates  virtually  all  of  BeU 
Atlantic’s  revenue  is  derived  from  the  U.S. 
and  less  than  1%  from  international 
sources. 

Most  of  BeU  Atlantic’s  international 
interests  are  minority  positions  and  are 
accounted  for  as  equity  income. 

The  company  derives  its 
telecommunications  services  revenue  from 
the  states  of  New  Jersey,  Pennsylvania, 
Delaware,  Maryland,  Virginia,  West 
Virginia  and  the  District  of  Columbia. 


Consulting,  systems  integration  and 
computer  maintenance  services  are 
available  worldwide  through  international 
units  of  BeU  Atlantic. 

Investments 

In  March  1995,  BeU  Atlantic  and  NYNEX 
announced  an  agreement  to  invest  up  to 
$100  million  in  CAI  Wireless  Systems,  a 
wireless  cable  company,  to  speed  the 
deUvery  of  video  entertainment  and 
information  services  to  customers  in  the 
northeastern  and  mid-Atlantic  states. 
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• Bell  Atlantic  and  NYNEX  gain  the  right 
to  use  the  distribution  systems  of  CAI  to 
begin  offering  digital  video  programming 
to  customers  as  early  as  next  year. 

• Bell  Atlantic  and  NYNEX  will  continue  to 
develop  and  deploy  full  service  networks 
pending  FCC  approval. 

BeU  Atlantic  has  made  a number  of 
investments  internationally — ^including 
TCNZ,  Grupo  lusaceU,  Omnitel  Pronto 
Italia,  EuroTel,  Pacific  Star 
Communications,  TeleZone  and 
Sodaha — which  have  been  summarized 
under  the  Operation  and  Structure  section 
of  this  profile. 

Divestitures 

During  1993,  Bell  Atlantic  began  to  exit 
certain  customized  software  and  vertical 
systems  businesses.  The  company  has  sold 
the  stock  or  substantially  all  the  assets  of 
Bell  Atlantic  Utihties  Systems,  Bell 
Atlantic  Pubhc  Sector  Systems,  Bell 
Atlantic  Integrated  Systems  (excluding 
network  integration  services)  and  Bell 
Atlantic  Healthcare  Systems. 

In  the  second  quarter  of  1994,  Bell  Atlantic 
sold  the  assets  of  BeU  Atlantic  TriCon 
Leasing  Corporation  (except  for  leveraged 
lease  and  project  finance  portfohos)  to  CFC 
Financial  Corporation.  TriCon  leases 
office,  medical  and  other  equipment  and 
provides  other  types  of  financing. 

In  the  fourth  quarter  of  1994,  BeU  Atlantic 
sold  substantiaUy  aU  of  the  assets  of  a 
computer  leasing  subsidiary,  BeU  Atlantic 
Systems  Leasing  International,  including 
the  company’s  50%  ownership  interest  in 
Pacific  Atlantic  Systems  Leasing. 

During  1994,  BeU  Atlantic  divested  Vision 
Energy  Resources,  a subsidiary  that  seUs 


and  distributes  Uquefied  petroleum  gas 
primarUy  in  the  midwestern  U.S.  and 
Florida.  Vision  Energy  was  a holding  of 
Metro  MobUe,  a ceUular  acquisition  in 
1992. 

Employees 

As  of  December  31,  1994,  BeU  Atlantic  and 
its  subsidiaries  had  approximately  72,300 
employees  (a  1.8%  decrease  from  the 
number  of  employees  at  December  31, 
1993),  segmented  as  foUows: 


Network  operations 61,500 

Network  other 300 

AU  other 10.500 

72,300 


The  company  currently  has  approximately 
72,000  employees. 

Key  Products  and  Services 

The  discussion  that  foUows  focuses  on  the 
information  services  offered  by  BeU 
Atlantic  through  its  various  business  units. 

Network  Services 

The  Network  Services  telephone  companies 
have  introduced  several  high  speed  data 
transmission  services  (although  not  aU 
services  are  avaUable  in  aU  states).  These 
services  include  switched  multimegabit 
data  service  (SMDS),  fiber  distributed  data 
interface  network  service,  frame  relay,  ceU 
relay  and  ATM  technology. 

The  Network  Services  companies  also  offer 
a range  of  “information  services”,  such  as 
message  storage  services,  voice  maU, 
electronic  maU  and  Answer  Call — a. 
telephone  answering  service  aimed  at 
residential  and  smaU  business  customers. 

• T-MaU,  released  in  1995,  is  a telephone 
maUbox  that  aUows  customers  to  send 
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messages  directly  to  any  individual  or 
group  of  people  that  have  the  service. 

Network  access  services  are  provided  to 
more  than  300  carrier  customers,  including 
interexchange  carriers  (such  as  AT&T,  MCI 
and  Sprint),  local  exchange  carriers, 
operator  service  providers  and  cellular  and 
wireless  carriers. 

• Carrier  Services  represented 
approximately  21%  ($2.5  bUlion)  of  BeU 
Atlantic’s  Network  Services  revenue  in 
1994,  of  which  about  75%  was  from 
switched  access,  18%  from  special  access, 
5%  from  hilling  services  and  2%  from 
wireless  access. 

• The  BiUing  VaHdation  Services  is  used  by 
interexchange  carriers  to  vahdate  collect 
calls,  calls  billed  to  calling  cards  and 
third  numbers. 

• New  and  emerging  Carrier  Services 
products  and  services  include  the 
following: 

- Bell  Atlantic  Exchange  Access  Frame 
Relay  Service  (XAFRS)  will  allow  full 
interconnectivity  between  local  and  long 
distance  networks  using  the  Network- 
to-Network  Interface  standard. 

- Carrier  Services  is  working  with  other 
Bell  Atlantic  business  units  to  market 
video  dialtone  service  to  Video 
Information  Providers.  Apphcations 
might  include  broadcast  video  and  user 
access,  interactive  access,  business 
apphcations,  information/text  services 
and  home  computing  services. 

Through  BeU  Atlantic  Network  Integration, 
Large  Business  Services  offers  a range  of 
multivendor  network  integration  services, 
including  network  architecture  planning, 
instaUation,  network  management. 

Bell  Atlantic  Corporation 
June  1995 


relocation  services  and  post-instaUation 
support  to  companies  nationwide. 

Video  and  Entertainment  Services 

BeU  Atlantic  Video  Services  (BVS)  is 
focused  on  the  development  of  Unear  and 
interactive  multimedia  television  (IMTV) 
services. 

• The  company  currently  employs 
approximately  200  people  with 
backgrounds  in  cable,  broadcast  and 
network  television,  consumer  retaUing, 
advertising,  systems  integration, 
computers  and  telecommunications. 

• BVS  wiU  be  a value-added  suppUer  of 
video  services,  with  expanded 
programming  choices. 

• In  July  1994,  BeU  Atlantic  opened  its 
Digital  Production  Center  in  Reston  (VA), 
a fuU-scale  facUity  designed  to  produce 
and  deUver  entertainment,  information 
and  IMTV  services  on  demand.  The 
facUity  is  the  bridge  between  BeU 
Atlantic’s  fuU-service  network  and  the 
services  which  that  network  wiU  deUver 
to  customers. 

• In  early  1995,  BVS  introduced  the  world’s 
first  commerciaUy  deployable  video-on- 
demand  service  in  a market  trial  in 
Fairfax  County  (VA). 

The  BeU  Atlantic/NYNEX/Pacific  Telesis 
Multimedia  Partnership  was  formed  to 
deUver  the  next  generation  of  nationaUy 
branded  home  entertainment,  information 
and  interactive  services. 

• The  partnership  has  two  separate  profit 
centers — a technology  and  integration 
(platform)  company  and  a media 
company. 


O INPUT  1995.  Reproduction  prohibited. 


Page  11  of  12 


INPUT  Vendor  Profile 


• The  platform  company  will  develop 
integrated  delivery,  business  and 
operating  systems  to  support  the 
transport  of  traditional  and  on-demand 
programming  over  VDT  networks  under 
construction  by  the  partners  and  provide 
greater  access  for  content  providers  and 
programmers. 

• The  media  company  will  develop  a 
nationally  branded  portfoho  of  traditional 
and  interactive  programming  for 
wholesale  distribution  throughout  the 
U.S.  and  internationally;  develop  a user- 
friendly  navigator  technology;  and 
provide  content  development  from 
multiple  sources. 

• The  partners  have  also  formed  a strategic 
relationship  with  Creative  Artists  Agency 
to  provide  consulting  and  advisory 
services  to  the  media  company. 

International 

BeU  Atlantic  International,  Inc.  provides 
telecommunications  consulting  and 
software  systems  integration  services  to 
telecommunications  authorities  in  several 
countries  and  has  entered  into  business 
development  agreements  with  various 
governmental  authorities. 

Other 

Bell  Atlantic  Business  Systems  Services, 
with  5,000  employees  and  1994  revenue  of 
$450  million,  provides  multivendor 
maintenance  services,  software  support, 
disaster  recovery  and  consulting  services 
for  more  than  10,000  hardware  and 
software  products  from  more  than  600 
manufacturers. 

Bell  Atlantic  Professional  Services,  with 
500  employees,  provides  classroom 
training,  workshops  and  packaged  courses 
in  the  areas  of  computer  and 


telecommunications  technologies  as  well  as 
general  business  skills.  This  unit  also 
provides  contract  temporary  professionals 
in  the  information  systems, 
financial/accounting,  human  resources  and 
technical/engineering  areas. 

Marketing  and  Sales 

Bell  Atlantic  markets  its  products  and 
services  through  a direct  sales  force. 

Competitors 

Bell  Atlantic  competitors,  by 
product/service  areas,  include  the  following: 

• Bell  Atlantic  Business  Systems 
Services — ^IBM,  DEC  and  Sun 
Microsystems. 

• BeU  Atlantic  Network  Integration — ^DEC, 
Andersen  Consulting,  AT&T,  Advantis, 
Frederick  Computers,  CSC,  I-NET,  LAN 
Systems,  MFS  (Datanet  and  Network 
Technologies  divisions).  The  Future  Now, 
Syntrex  Technologies  and  Unisys. 

Assessment 

BeU  Atlantic’s  strengths  include: 

• Modern  network  infrastructure 

• Communications  services  efficiency 

• A world  leader  in  intelligent  network 
software 

• Expanded  capabUities  in  wireless 
ChaUenges  over  the  coming  year  include: 

• Markets  being  opened  to  competition 

• Expanding  into  new  markets  for  video 
and  entertainment  services 

• Expanding  into  new  markets  for  long 
distance  services 
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BELL  ATLANTIC 
CORPORATION 

1717  Arch  Street 
Philadelphia,  PA  19103 
(215)  963-6000 


Raymond  W.  Smith,  Chairman  and  CEO 

Anton  J.  Campanella,  President 

Philip  A.  Campbell,  Vice-Chairman  and  CFO 

Public  Corporation 

Total  Employees:  75,700(12/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $12,279,700,000 


The  Company  Bell  Atlantic  Corporation  is  one  of  the  seven  regional  holding 

companies  formed  on  January  1,  1984  when  AT&T  divested  itself  of 
its  exchange  telecommunications,  exchange  access,  printed  directory 
advertising  portions  of  telephone  company  subsidiaries,  and  cellular 
mobile  communications  businesses. 

Bell  Atlantic's  strategy  is  to  become  a leading  international 
communications  and  information  management  company. 

• The  company  is  pursuing  that  strategy  by  focusing  its  resources 
on  three  key  strategic  businesses  both  domestically  and 
internationally— network  services,  wireless  communications,  and 
business  systems  such  as  software  and  systems  integration. 

• Management's  objective  is  for  wireless,  international,  and 
business  systems  businesses  to  generate  in  total  20%  of  Bell 
Atlantic's  revenue  stream  in  five  years. 

Bell  Atlantic  currently  provides  a range  of  services  through  two 
broad  segments,  as  follows: 

• The  Communications  and  Related  Services  segment  includes  the 
Network  Services  (telephone)  companies,  as  well  as  subsidiaries 
that  provide  wireless  communications  products  and  services, 
including  cellular  mobile  and  paging  services;  hardware 
maintenance  services;  customer  premises  equipment  (CPE)  to 
originate,  route,  or  receive  telecommunications;  and  software, 
systems  integration,  and  professional  services  to  various 
industries. 

• Financial  and  Real  Estate  Services  provides  lease  financing  of 
commercial,  industrial,  medical,  and  high-technology  equipment, 
other  forms  of  financing,  and  real  estate  investment  and 
development. 
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Acquisitions 


In  April  1992,  Bell  Atlantic  completed  its  largest  acquisition  to  date 
with  the  pooling-of-interests  acquisition  of  Metro  Mobile  CTS,  Inc 
one  of  the  largest  cellular  carriers  in  the  U.S. 

Bell  Atlantic  issued  about  34.3  million  shares  of  its  stock  to 
complete  the  transaction  and  assumed  approximately  $865 
million  in  Metro  Mobile  debt. 

• Metro  Mobile  provides  cellular  service  in  18  markets  located  in 
the  northeast,  southeast,  and  southwest  areas  of  the  U.S.  It  now 
operates  as  Bell  Atlantic  Metro  Mobile  within  Bell  Atlantic 
Mobile  Systems. 

The  combined  operations,  with  1,700  employees,  now  services 
more  than  537,000  customers  covering  some  67,000  square  miles 
in  15  states  and  the  District  of  Columbia. 

The  acquisition  has  been  accounted  for  as  a pooling  of  interests. 
Restated  financials  for  1991,  which  include  the  operations  of 
Metro  Mobile,  are  as  follows: 

Revenue  $12.5  billion 

Net  loss  $324.4  million 

Loss  per  share  $0.72 

Other  Bell  Atlantic  acquisitions  include  the  following: 

• In  May  1991,  Bell  Atlantic  acquired,  through  a joint  venture,  an 
ownership  position  of  approximately  12.5%  in  Sky  Network 
Television  Limited,  a provider  of  subscription  television  services 
in  New  Zealand.  The  cost  of  this  investment  was  $10.9  million. 

• In  July  1991,  Bell  Atlantic  transferred  its  computer  maintenance 
business  in  Europe  to  BACSI  (U.K.)  Limited,  a joint  venture 
with  International  Computers  Limited  (ICL). 

During  1990,  Bell  Atlantic  Business  Systems  Service  acquired  the 
third-party  computer  maintenance  business  of  Control  Data 
Corporation  in  the  U.S.  and  Canada.  Other  acquisitions  by  the 
unit  include  Electronic  Service  Specialists  Ltd.  (ESS),  which 
provides  parts  repair  and  sales  for  DEC  equipment;  Camex 
Industries,  which  provides  parts  repair  and  sales  for  Imprimis  and 
other  computer  peripherals;  and  DynService  Network,  which 
provides  repair  and  refurbishment  services  on  IBM  and  other 
computer  manufacturers'  components. 
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In  June  1990,  Bell  Atlantic  acquired  the  Bell  Atlantic  region 
PBX  operations  of  Northern  Telecom,  Inc.,  adding 
approximately  2,000  customers  and  500,000  PBX  ports. 

During  1990,  Belt  Atlantic  acquired  Simborg  Systems,  Inc.  of 
Greenbrae  (CA). 

- Simborg,  a $5  million,  50  employee  company,  provides  open 
architecture-based  integrated  information  management 
systems  and  professional  services  to  hospitals. 

- Simborg  now  operates  as  Bell  Atlantic  Healthcare  Systems. 


Financials  Bell  Atlantic's  total  1991  revenue  (prior  to  the  merger  with  Metro 

Mobile)  was  nearly  $12.28  billion,  compared  to  1990  revenue  of 
$12.3  billion.  Net  losses  of  $222.7  million  for  1991  were  due  to 
charges  of  over  $1.5  billion  associated  with  a change  in  the  method 
of  accounting  for  postretirement  benefits.  In  the  five-year  summary 
that  follows,  financials  reflect  the  operations  of  Bell  Atlantic  prior 
to  its  merger  with  Metro  Mobile: 


BELL  ATLANTIC  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$12,279.7 

$12,298.0 

$11,448.6 

$10,880.1 

$10,747.3 

from  previous  year 

“ 

7% 

5% 

1% 

7% 

Income  before  taxes 
• Percent  increase 

$1,996.4 

$1,982.1 

$1,545.5 

$1,846.8 

$1,943.7 

(decrease)  from 
previous  year 

1% 

28% 

(16%) 

(5%) 

(6%) 

Net  income  (loss) 

$(222.7) 

$1,312.5 

$1,074.5 

$13,16.8 

$1,240.4 

• Percent  increase 
(decrease)  from 

(a)(b) 

previous  year 

(117%) 

22% 

(18%) 

6% 

6% 

Earnings  (loss)  per  share 
• Percent  increase 

$(0.53) 

(a)(b) 

$3.38 

$2.71 

$3.32 

$3.12 

(decrease)  from 

previous  year 

(116%) 

25% 

(18%) 

6% 

7% 

(a)  Includes  a gain  of  $74. 1 million  ($0. 19  per  share)  from  the  sale  of  a portion  of  Bell  Atlantic's 
investment  in  Telecom  Corporation  of  New  Zealand  Limited. 


(b)  Includes  a charge  of  $1.55  billion  ($3.94  per  share)  from  the  cumulative  effect  of  a change  in  the 
method  of  accounting  for  postretirement  benefits  other  than  pensions. 
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Organization 


Bell  Atlantic  Corporation's  current  organization  is  shown  in  the 
exhibit  and  includes  the  following  operating  areas: 

Bell  Atlantic  Network  Services,  Inc.  (Network  Services)  provides 
centralized  planning,  purchasing,  financial,  system  development, 
and  other  staff  services  for  Bell  Atlantic's  operating  telephone 
companies. 

• Bell  Atlantic's  seven  operating  telephone  companies  provide 
voice  and  data  communications,  ranging  from  local  telephone 
service,  directory  publishing  and  public  telephones  to  customer 
premises  equipment,  high-speed  data  networks,  network 
management  tools,  and  carrier  access  services. 

• The  telephone  subsidiaries  include  New  Jersey  Bell  Telephone 
Company,  Bell  Telephone  Company  of  Pennsylvania,  Diamond 
State  Telephone  Company,  Chesapeake  and  Potomac  Telephone 
Company  (Washington,  D.C.),  Chesapeake  and  Potomac 
Telephone  Company  of  Maryland,  Chesapeake  and  Potomac 
Telephone  Company  of  Virginia,  and  Chesapeake  and  Potomac 
Telephone  Company  of  West  Virginia. 

Bell  Atlantic  Enterprises  International,  Inc.  includes  the  following 
domestic  and  international  operations.’ 

• Bell  Atlantic  Mobile  Systems,  Inc.,  based  in  Bedminster  (NJ) 
with  1,700  employees,  provides  cellular  mobile  communications 
services  and  equipment  in  15  states  and  the  District  of  Columbia. 

• Bell  Atlantic  Paging,  Inc.,  based  in  Bedminster  (NJ),  provides 
paging  services  and  equipment. 

• Bell  Atlantic  Business  Systems  Services,  Inc.,  based  in  Frazer 
(PA),  provides  computer  maintenance,  software  support,  disaster 
recovery  services,  and  consulting  services  for  over  500  brands  of 
computer  equipment.  Its  Computer  Technology  Services 
Division  supplies  parts  and  hardware  repair  services. 

• Bell  Atlantic  Healthcare  Systems,  Inc.,  based  in  Greenbrae  (CA) 
with  50  employees,  provides  LAN-based  systems  to  the  health 
care  industry. 

• Bell  Atlantic  Software  Systems,  Inc.  provides  consulting,  software 
engineering,  educational  support  services,  and  software  products 
for  connectivity,  network,  and  telecommunications  facilities 
management,  customer  credit  and  approval  systems,  and  data 
integration. 
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EXHIBIT 

Organization  Chart 


Bell  Atlantic  Corporation 


Domestic 


International 


Bell  Atlantic 
Paging,  Inc. 


Telecom  Corp.  of 
New  Zealand  Limited* 


Bell  Atlantic  Directory 
Graphics,  Inc. 


Bell  Atlantic  Business 
Systems  Services,  Inc. 


EuroTel  Cellular 
Service* 


Bell  Atlantic  Education 
Services,  Inc. 


Bell  Atlantic  Healthcare 
Systems,  Inc. 


Sky  Network 
Television* 


Bell  Atlanticom 
Systems,  Inc. 


Bell  Atlantic  Software 
Systems,  Inc. 


BACSI  (U.K.) 
Limited 


Professional 
Assistance  Inc. 


Bell  Atlantic  Systems 
Integration  Corp. 


Chesapeake  Directory 
Sales  Company 


Bell  Atlantic  Enterprises  I 

Bell  Atlantic  Investment! 

Bell  Atlantic  I 

International,  Inc.  I 

Development  Corp.  I 

Capital  Corp.  1 

Bell  Atlantic  Mobile 
Systems,  Inc. 

Bell  Atlantic 
International,  Inc. 

Bell  Atlantic  Business 
Supplies  Corp. 
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Leasing  Corp. 
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Systems  Leasing 
International,  Inc. 


Bell  Atlantic 
Properties,  Inc. 


*Minority  investments 
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’ Bell  Atlantic  Systems  Integration  Corporation  is  a joint  venture 
with  American  Management  Systems  that  provides  services  in 
the  areas  of  network  integration,  strategic  systems  development, 
and  information  systems  productivity. 

• Bell  Atlantic  International,  Inc.  develops  investment 
opportunities  for  Bell  Atlantic  to  pursue  in  the  areas  of 
privatization  and  wireless  and  offers  management  consulting  and 
software  services  for  telephone  companies  outside  the  U.S. 

' Telecom  Corporation  of  New  Zealand  Limited  (with  combined 
ownership  by  Bell  Atlantic  and  Ameritech  of  68%)  supplies 
domestic  and  international  telecommunications  services, 
including  cellular,  mobile,  and  directory  services. 

• EuroTel  Cellular  Service  (a  joint  venture  of  Bell  Atlantic,  U S 
WEST,  and  the  Post  and  Telecommunications  Administrations 
of  the  Czech  and  Slovak  Federated  Republics  of  Czechoslovakia) 
provides  cellular  service  in  portions  of  Czechoslovakia. 

• Sky  Network  Television  (with  combined  interest  of  51%  held 
jointly  by  Bell  Atlantic,  Ameritech,  Telecommunications,  Inc. 
and  Time-Warner  Cable  Group)  provides  multichannel  pay 
television  services  in  New  Zealand. 

• BACSI  (U.K.)  Limited  holds  Bell  Atlantic’s  interest  in  the  joint 
venture  between  Bell  Atlantic  Customer  Services  International 
and  ICL.  The  venture  provides  computer  maintenance  services 
in  Western  Europe. 

Bell  Atlantic  Investment  Development  Corporation  oversees  the 

operations  of  the  following  companies: 

• Bell  Atlantic  Business  Supplies  Corp.  distributes  Call  ID 
equipment  and  a range  of  business  products  to  residential,  work- 
at-home,  and  small  business  customers. 

• Bell  Atlantic  Directory  Graphics,  Inc.  was  formed  in  1988  as  a 
joint  venture  with  R.R.  Donnelley  and  Sons,  primarily  to  provide 
photocomposition  services  to  the  Network  Services  Companies' 
directory  publishing  operations. 

• Bell  Atlantic  Education  Services,  Inc.  provides  training  services 
to  suppliers  and  end  users  of  computers  and  communications 
equipment. 
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• Bell  Atlanticom  Systems,  Inc.  installs  and  services 
communications  systems  and  equipment  (CPE)  within  the  mid- 
Atlantic  region. 

• Professional  Assistance  Inc.  provides  contract  temporary 
professional  in  the  information  systems,  financial/accounting, 
human  resources,  and  technical/engineering  areas. 

• Chesapeake  Directory  Sales  Company  provides  professional 
advertising  sales  and  service  for  Yellow  Pages  directories  in  all 
the  Chesapeake  and  Potomac  Telephone  Companies'  markets. 

Bell  Atlantic  Capital  Corporation  and  its  subsidiaries  lease  office, 
medical,  and  other  equipment  sold  by  various  vendors  and  provides 
various  types  of  financing  services. 


Key  Products  and  Approximately  88%  of  Bell  Atlantic's  1991  revenue  was  derived 
Services  from  Network  Services,  7%  from  other  Communications  and 

Related  Services,  and  5%  from  Financial  and  Real  Estate  Services. 

A three-year  summary  of  source  of  revenue  follows: 


BELL  ATLANTIC  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Network  Services 
- Local  service 

$4,757.8 

39% 

$4,616.8 

38% 

$4,405.5 

38% 

- Network  access 

2,922.1 

24% 

2,970.0 

24% 

2,778.3 

24% 

- Toll  service 

- Directory  advertising, 

1,538.7 

12% 

1,543.8 

12% 

1,513.3 

13% 

billing,  and  other  (a) 
- Provision  for 

1,599.2 

13% 

1,578.9 

13% 

1,480.9 

13% 

uncollectables 

(107.6) 

- 

(102.4) 

“ 

(74.0) 

- 

Other  Communications 
and  Related  Services 

933.7 

7% 

918.2 

7% 

649.3 

6% 

Financial  and  Real 
Estate  Services 

635.8 

5% 

772.7 

6% 

695.3 

6% 

TOTAL 

$12,279.7 

100% 

$12,298.0 

100% 

$11,448.6 

100% 

(a)  Includes  billing  and  collection  revenues  of  $179.0  million,  $226.3  million,  and  $232.9  million  for 
1991,  1990,  and  1989,  respectively. 
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The  discussion  that  follows  focuses  on  the  information  services 
offered  by  Bell  Atlantic  through  its  various  business  units. 

Network  Services: 

Network  access  services  are  provided  to  over  300  carrier  customers, 
including  interexchange  carriers  (such  as  AT&T,  MCI,  and  Sprint), 
local  exchange  carriers,  operator  service  providers,  and  cellular  and 
wireless  carriers. 

• Carrier  access  services  represented  over  25%  ($2.4  billion)  of 
Bell  Atlantic's  Network  Services  revenue  for  1991,  of  which 
about  74%  was  from  switch  access,  18%  from  special  access,  7% 
from  billing  services,  and  1%  from  wireless  access. 

• The  Billing  Validation  Service  (BVS)  is  a new  offering  used  by 
interexchange  carriers  to  validate  collect  calls,  calls  billed  to 
calling  cards,  and  third  numbers. 

Network  consumer  services  include  the  Bell  Atlantic  a 
growing  family  of  telephone  calling  features  for  residential  and 
small  business  customers  that  are  built  into  Bell  Atlantic's 
telephone  company  networks. 

• One  such  service,  Automatic  Meter  Reading  (AMR),  provides 
remote  access  to  a utility  customer's  meter  by  way  of  the 
customer's  telephone  line.  This  tariffed  service  is  currently 
offered  in  New  Jersey,  Pennsylvania,  and  Delaware. 

• Working  with  cable  television  companies.  Bell  Atlantic's  pay-per- 
view  service  allows  cable  customers  to  order  selected  programs 
via  telephone.  During  1991,  Bell  Atlantic  delivered  more  than 
one  million  pay-per-view  orders  to  cable  television  companies. 

Communications  services  provided  to  consumers  and  small 
businesses  through  Bell  Atlantic  include  a range  of  voice  and 
electronic  messaging  offerings,  as  well  as  image  and  document 
management  products. 

• Voice  processing  services  include: 

- Answer  Call,  for  automated  telephone  answering,  message 
recording,  and  retrieval  from  any  touch-tone  telephone 

- Voice  Mail,  for  Centrex  and  small  business  customers 

- Message  Board^”^,  which  provides  repetitive  or  frequently 
requested  information  to  callers 
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- Send-A-Call^’^,  which  provides  voice  messaging  capabilities  to 
pay  phones 

• Electronic  messaging  services  include: 

- IntelliGate*^,  which  provides  access  to  electronic  on-line  data 
bases  by  dialing  a single  local  number  and  making  menu 
choices.  Bell  Atlantic  also  offers  support  services  to 
information  providers,  including  billing  and  collection 
services,  a technical  support  center,  and  computer  storage 
service. 

- IntelliTrade^'^^  and  IntelliTrade  PLUS^^  electronic  data 
interchange  (EDI)  services  are  offered  under  a four-year 
license  agreement  with  Harbinger* EDI  Services.  The  services 
are  targeted  to  retail  and  manufacturing  companies  in  the 
mid-Atlantic  region  and  to  their  trading  partners  across  the 
U.S.  using  Bell  Atlantic's  Public  Data  Network  and  other 
value-added  networks. 

• Other  communications  services  being  explored  by  Bell  Atlantic 
include  voice  recognition,  network-based  services  for  enhancing 
fax  communications,  distributed  imaging  systems,  and  the 
interactive  publication  of  electronic  documents  and  the 
distribution  of  document  collections  to  users  or  user  groups. 

In  the  area  of  video  services.  Bell  Atlantic  is  actively  pursuing 
applications  in  interactive  and  on-demand  video  services  for 
consumer  and  business  markets.  Primary  applications  are  being 
developed  for  entertainment  and  educational  needs. 

Contract  examples  include  the  following: 

• Bell  Atlantic  is  working  on  a 10-year  contract  with  the 
Department  of  Defense's  Telecommunications  Modernization 
Project  that  includes  voice  processing,  ISDN  networking  and 
customer  premises  equipment,  electronic  mail,  audio 
teleconferencing,  voice  mail,  and  systems  administration  and 
maintenance. 

Bell  Atlantic  Enterprises  International: 

Software  and  systems  integration  services  are  provided  by  Bell 
Atlantic  Software  and  Systems  Solutions,  which  includes  Bell 
Atlantic  Systems  Integration  Corporation,  Bell  Atlantic  Software 
Systems,  and  Bell  Atlantic  Healthcare  Systems. 
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Bell  Atlantic  Systems  Integration,  formed  in  1989  as  a joint  venture 
with  American  Management  Systems,  provides  network  integration, 
MIS  productivity,  and  strategic  systems  development  services. 

' During  1991,  the  unit  formed  an  alliance  with  NuMedia 
Corporation  of  Alexandria  (VA)  to  relicense  and  distribute  an 
integrated  multimedia  broadcast  system,  called  Bell  Atlantic 
Media  Plus™.  The  alliance  enables  Bell  Atlantic  to  offer 
customers  such  multimedia  functions  as  full  motion  video  on  a 
PC. 

• Bell  Atlantic  Systems  Integration  is  providing  Delaware  County 
(PA)  with  software  that  will  map  out  specific  locations  for 
emergency  calls  received  over  its  new  Enhanced  911  System. 

The  911  network  is  being  installed  by  Bell  of  Pennsylvania. 

Bell  Atlantic  Healthcare  Systems  provides  open  architecture-based 
systems  integration  solutions  for  hospitals.  Revenues  increased 
88%  during  1991. 

• The  unit's  primary  product,  StatLAN™,  is  a clinical  information 
system. 

• During  1991,  the  company  added  23  hospitals  under  contract  for 
its  StatLAN  system,  bringing  the  total  number  of  installations  to 
about  60  worldwide.  The  first  installations  outside  the  U.S.  are 
in  the  Netherlands. 

Bell  Atlantic  Software  Systems  provides  consulting,  software 
engineering,  educational  support  services,  and  software  products  for 
connectivity,  network  and  communications  facilities  management, 
customer  credit  and  approval  systems,  and  data  integration. 

• Network  integration  products  include  SessionNet™,  which 
provides  local-area  transport  capabilities  for  computer 
manufacturers  and  systems  integrators  on  a licensing  basis. 

• Bell  Atlantic  cooperatively  developed  and  markets  Access  for 
DECnet,  a DEC-certified  version  of  DEC'S  DECnet  software  for 
UNIX-based  open  systems. 

Bell  Atlantic  International,  Inc.  provides  telecommunications 
consulting  and  software  systems  integration  services  to 
telecommunications  authorities  in  several  countries,  and  has 
entered  into  business  development  agreements  with  various 
governmental  authorities. 
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Computer 
Hardware  and 
Software 


Bell  Atlantic  has  recently  announced  plans  to  form  a joint 
venture  with  STET,  the  Italian  telephone  company,  that  would 
create  an  advanced  strategic  software  company  in  Italy. 


Bell  Atlantic  provides  telecommunications  services  in  the  states  of 
New  Jersey,  Pennsylvania,  Delaware,  Maryland,  Virginia,  and  West 
Virginia,  and  the  District  of  Columbia.  Information, 
communication,  and  computer  maintenance  services  are  available 
worldwide  through  international  units  of  Bell  Atlantic. 


Bell  Atlantic  has  various  IBM,  DEC,  and  other  manufacturers' 
computers  installed  throughout  the  U.S.  and  Europe  in  support  of 
its  software,  professional  services,  and  maintenance  functions. 
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COMPANY  PROFILE 


BELL  ATLANTIC  CORPORATION 

1600  Market  Street 
Philadelphia,  PA  19103 
(215)  963-6000 


Raymond  W.  Smith,  Chairman  and  CEO 
Anton  Campanella,  President 
Philip  A.  Campbell,  Vice-Chairman  and 
CFO 

Public  Corporation 

Total  Employees:  81,000(12/88) 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $10,880,100,000 


The  Company  Bell  Atlantic  Corporation  is  one  of  the  seven  regional  holding 

companies  formed  January  1, 1984  when  AT&T  divested  itself  of 
the  exchange  telecommunications,  exchange  access,  printed 
directory  advertising  portions  of  telephone  company  subsidiaries, 
and  cellular  mobile  communications  business. 

• The  combination  of  the  operations  transferred  to  Bell  Atlantic 
Corporation  was  accounted  for  similar  to  a pooling  of  interests, 
with  assets  and  liabilities  accounted  for  at  their  historical  cost 
bases. 

Bell  Atlantic  is  comprised  of  two  broad  segments  of  service: 
Communications  and  Related  Services,  and  Financial  and  Real 
Estate  Services. 

• Communications  and  Related  Services  consists  of  Network 
Services  companies  and  unregulated  companies. 

- Network  Services  is  composed  of  seven  telephone 
subsidiaries  and  a centralized  management  and  technical 
services  subsidiary. 

- The  unregulated  companies  segment  is  composed  of  Bell 
Atlantic  Mobile  Systems;  Bell  Atlantic  Customer  Services; 
Bell  Atlantic  International;  Bell  Atlanticom  Systems;  Bell 
Atlantic  Business  Supplies;  Bell  Atlantic  Directory  Graphics; 
Bell  Atlantic  Education  Services;  Chesapeake  Directory 
Sales  Company;  Technology  Concepts;  and 
Telecommunications  Specialists. 
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• Financial  and  Real  Estate  Services  is  managed  by  Bell  Atlantic 
Capital  Corporation  and  consists  of  Bell  Atlantic  TriCon 
Leasing,  Data  3 Computer  Corporation;  Bell  Atlantic  Systems 
Leasing  International,  and  Bell  Atlantic  Properties. 

A federal  court  ruling  in  March  1988  modified  the  information 
services  prohibition  that  was  contained  in  the  AT&T  consent 
decree.  This  modification  has  allowed  Bell  Atlantic  to  offer  a 
message  storage  service,  to  market  test  video  gateways  and  to  offer 
voice  mail  and  electronic  mail. 

• The  message  storage  service  was  used  by  the  Department  of 
Defense  for  the  Federal  Voting  Assistance  Program  for  the 
1988  federal  elections. 

• Bell  Atlantic  is  testing  two  videotext  gateway  offerings  in  the 
Washington,  D.C.  and  Philadelphia  areas. 

• Bell  Atlantic  is  also  marketing  voice  mail  and  other  voice 
messaging  services  in  New  Jersey  and  Maryland,  and  is 
developing  EDI  services. 

• In  January  1989,  Bell  Atlantic  announced  a technical  test  of 
voice  and  video  services  in  Perryopolis  (PA)  in  partnership  with 
a local  cable  company. 

• Other  recent  services  announced  include  a fiber  transport 
service  for  hospital  medical  imaging. 

Total  1988  revenue  reached  $10.9  million,  a 1%  increase  over 
1987  revenue  of  $10.7  million.  A five-year  financial  summary 
follows; 


Page  2 of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited 


August  1989 


BELL  ATLANTIC  CORPORATION 


INPUT 


BELL  ATLANTIC  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue  (a) 

$10,880 

$10,757 

$10,054 

$9,084 

$8,090 

• Percent  increase 

(b) 

(b) 

from  previous  year 

1% 

7% 

10% 

12% 

N/A 

Income  before  taxes 
• Percent  increase 

$1,847 

$1,954 

$2,067 

$1,903 

$1,705 

(decrease)  from 
previous  year 

(5%) 

(6%) 

9% 

12% 

N/A 

Net  income 
• Percent  increase 

$1,317 

$1,240 

$1,167 

$1,093 

$973 

from  previous  year 

6% 

6% 

7% 

12% 

N/A 

Earnings  per  share  (c) 
• Percent  increase 

$6.65 

$6.24 

$5.85 

$5.47 

$4.97 

from  previous  year 

7% 

7% 

7% 

10% 

N/A 

(a)  Includes  Financial  and  Real  Estate  Sen/ices  for  1988  and  1987. 

(b)  Certain  amounts  have  been  restated  to  reflect  the  consolidation  of  lease  financing  and  real 
estate  subsidiaries. 

(c)  Amounts  have  been  restated  to  reflect  the  two-for-one  split  of  common  stock  in  March  1986. 


Revenues  generated  from  services  provided  to  AT&T  in  the  areas 
of  network  access,  billing  and  collection,  and  sharing  of  network 
facilities  were  $1,771.1  million  in  1988,  $1,966.2  million  in  1987, 
and  $2,132.5  million  in  1986. 

In  July  1989,  Bell  Atlantic  and  American  Management  Systems 
announced  the  formation  of  Bell  Atlantic  Systems  Integration 
Corp.,  a joint  venture  that  will  provide  computer  and  network 
integration  services. 

In  October  1988,  Bell  Atlantic  announced  a joint  marketing 
agreement  with  Telenet  Communications  Corporation  to  offer 
electronic  mail  service. 

• Bell  Atlantic  Electronic  Mail  targets  residential  and  small 
businesses. 

• Customers  access  the  service  through  the  Bell  Atlantic  Gateway 
service. 
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• Telenet  provides  the  actual  mailboxes  and  access  to  its 
Telemail  subscribers. 

• Information  gateway  services  through  Globenet,  Inc. 
(Alexandria,  VA)  will  provide  interexchange  services  for  the 
trials.  Globenet  will  provide  the  links  since  local  carriers  are 
barred  from  providing  services  outside  of  their  regions. 

During  1987,  Bell  Atlantic  and  GTE  Directories  Sales 
Corporation  formed  Chesapeake  Directory  Sales  Company 
(CDSC)  to  sell  local  directory  advertising  for  Bell  Atlantic's 
Chesapeake  and  Potomac  telephone  subsidiaries. 

Recent  acquisitions  made  by  Bell  Atlantic  Corporation  include: 

• In  November  1988,  Bell  Atlantic's  Electronic  Service  Specialists 
subsidiary  acquired  Dyn  Service  Network,  a DynCorp  division 
specializing  in  repair  of  computer  circuit  boards,  mechanical 
assemblies,  and  disk  drives  of  major  manufacturers. 

- The  company  employs  over  175  people. 

- Dyn  Service  Network  will  operate  as  a division  of  Electronics 
Service  Specialists,  a Menomonee  (WI)  subsidiary  of  Bell 
Atlantic  Customer  Services,  Inc. 

• In  July  1988,  Bell  Atlantic  acquired  Data  3 Computer 
Corporation  (Minneapolis,  MN),  a company  specializing  in 
purchasing,  reselling,  and  leasing  mid-range  computer, 
communications,  and  point-of-sale  products  from  leading 
manufacturers. 

- Target  markets  include  supplying  equipment  to  secondary 
markets  and  end  users. 

- The  company  serves  national  and  international  markets. 

• In  February  1988,  Bell  Atlantic  acquired  the  European 
computer  maintenance  and  distribution  operations  of  Bell 
Canada  Enterprises,  Inc.  for  $26  million. 

• In  1986,  Bell  Atlantic  acquired  Sorbus,  a third-party 
maintenance  provider.  Sorbus  now  operates  as  a subsidiary  of 
Bell  Atlantic  Enterprises. 

Bell  Atlantic  Corporation  has  divested  the  following  business 
segments: 
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• In  January  1988,  Bell  Atlantic  sold  MAI  Canada,  Ltd.  and  the 
MAI  Basic  Four  computer  maintenance  segment  of  Sorbus,  Inc. 
to  MAI  Basic  Four,  Inc.  for  $146  million.  The  company 
recognized  a net  gain  of  $6.8  million  from  the  sale. 

• In  June  1988,  Bell  Atlantic  sold  all  the  net  assets  and  operations 
of  CompuShop,  Inc.,  a computer  specialty  retailing  business,  for 
$21  million  in  cash,  notes,  and  common  stock  of  the  purchaser. 

Bell  Atlantic  Corporation's  current  organization  is  shown  in  the 

exhibit  and  includes  the  following  operating  areas: 

• Network  Services  and  associated  companies  include:  New 
Jersey  Bell  Telephone  Company;  Bell  Telephone  Company  of 
Peimsylvania;  Diamond  State  Telephone  Company  (serving 
Delaware);  Chesapeake  and  Potomac  Telephone  Company 
(Washington,  D.C.);  Chesapeake  and  Potomac  Telephone 
Company  of  Maryland;  Chesapeake  and  Potomac  Telephone 
Company  of  Virginia;  Chesapeake  and  Potomac  Telephone 
Company  of  West  Virginia;  Bell  Atlantic  Knowledge  Systems, 
Inc.;  Bell  Atlantic  Network  Services,  Inc.;  and  Bell 
Communications  Research,  Inc.  (Bellcore). 

- Bell  Atlantic  Network  Services,  headquartered  in  Arlington 
(VA),  leads  the  network  services  staff  in  providing  staff 
support  in  operations  and  engineering,  iiiformation  systems, 
administration,  marketing,  technology  and  product  planning, 
operator  services.  Bell  Atlantic  Directory,  and  Bell  Atlantic 
Public  Communications  for  the  seven  operating  telephone 
companies. 

- Bellcore  acts  as  the  research  organization  for  Bell  Atlantic 
for  emerging  network  technologies.  Bell  Atlantic  is  a joint 
owner  with  the  other  she  regional  holding  companies,  and 
invested  $134  million  in  Bellcore  during  1988.  This 
investment  has  produced  over  $815  million  in  revenue- 
generating and  cost-reducing  technologies.  Bell  Atlantic's 
interest  in  Bellcore  and  several  cellular  mobile 
communications  partnerships  are  accounted  for  using  the 
equity  method. 

• Bell  Atlantic  Investments,  Inc.  is  the  holding  company  that 
owns,  directly  or  indirectly,  equity  interests  in  certain 
unregulated  Bell  Atlantic  subsidiaries  and  manages  primary 
short-term  investments.  Bell  Atlantic  Investments  is 
headquartered  in  Wilmington  (DE).  Operating  areas  include 
the  following: 
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EXHIBIT 

Bell  Atlantic  Corporation 


Bell  Atlantic  Network  Services,  Inc. 


Bell  Atlantic 
Investments,  Inc. 


I 


Bell  Atlantic 
Properties,  Inc. 


Bell  Atlantic 
Investment 
Development 
Corporation 


Bell  Atlantic  Enterprises  Corporation 


Bell  Atlantic 
Customer 
Sen/ices,  Inc. 


Sorbus 

Inc. 


Camex- 

CPX, 

Inc. 


Electronic 

Service 

Specialists 

Ltd. 


Bell  Atlantic 
Customer 
Services 
International 
Inc. 


Bell  Atlantic 
Capital 
Corporation 


Bell  Atlantic 
Mobile  Systems, 
Inc. 


TriCon 

Leasing 


Data  3 
Computer 
Corporation 


Bell  Atlantic 

Bell 

Systems 

Atlantic 

Leasing 

Paging, 

Interna- 

Inc. 

tional,  Inc. 

Bell  Atlantic 
Business 
Supplies 
Corp. 

Technology 

Concepts 

Inc. 

Telecommu- 

nications 

Specialists, 

Inc. 

Bell  Atlantic 
Education 
Services, 
Inc. 

Bell  Atlantic 
International 
Inc. 

Bell 

Atlanticom 

Systems, 

Inc. 

Chesapeake 

Directory 

Sales 

Company 

Bell  of  Pennsylvania 

Diamond  State 
Telephone 


New  Jersey  Bell 


C&P  Telephone 
(Washington,  D.C.) 


C&P  of  Maryland 


C&P  of  Virginia 


C&P  of  West  Virginia 


Bell 

Communications 
Research,  Inc. 
(1/7  ownership) 


Bell  Atlantic  Knowledge 
Systems,  Inc. 
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- Bell  Atlantic  Enterprises  Corporation,  headquartered  in 
Philadelphia  (PA),  manages  the  development  and  growth  of 
Bell  Atlantic's  financial  services,  customer  services,  and 
mobile  communications  businesses,  and  provides  staff 
services  for  them.  Bell  Atlantic  Enterprises  includes; 

• Bell  Atlantic  Customer  Services,  Inc.,  which  includes 
Sorbus  Inc.;  Camex-CPX,  Inc.;  Bell  Atlantic  Customer 
Services  International,  Inc.;  and  Electronic  Service 
Specialists,  Inc. 

• Bell  Atlantic  Capital  Corporation,  which  includes  Bell 
Atlantic  TriCon  Leasing  Corporation;  Bell  Atlantic 
Leasing  International,  Inc.;  and  Data  3 Corporation. 

• Bell  Atlantic  Mobile  Systems,  Inc.,  which  includes  Bell 
Atlantic  Paging,  Inc. 

- Bell  Atlantic  Investment  Development  Corporation, 
headquartered  in  Philadelphia  (PA),  develops  strategic  plans 
for  Bell  Atlantic's  entry  into  new  lines  of  business,  acquires 
new  businesses,  and  integrates  them  into  operating  business 
units.  This  unit  currently  consists  of  Bell  Atlantic  Business 
Supplies  Corp.;  Technology  Concepts  Inc.; 
Telecommunications  Specialists,  Inc.;  Bell  Atlantic 
Education  Services,  Inc.;  Bell  Atlantic  International,  Inc.; 
Bell  Atlanticom  Systems,  Inc.;  and  Chesapeake  Directory 
Sales  Company. 

- Bell  Atlantic  Properties,  headquartered  in  Philadelphia, 
acquires,  develops,  and  manages  a diversified  real  estate 
portfolio. 


Key  Products  and  Approximately  90%  of  Bell  Atlantic's  1988  revenue  was  derived 
Services  from  Network  Services,  5%  from  other  Communications  and 

Related  Services,  and  5%  from  Financial  and  Real  Estate 
Services. 

A three-year  summary  of  source  of  revenue  follows: 
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BELL  ATLANTIC  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Network  Services 
• Local  service 

$4,279.1 

39% 

$4,198.1 

39% 

$4,163.8 

41% 

• Network  access 

2,650.4 

24% 

2,721.7 

25% 

2,685.2 

27% 

• Toll  service 

1,491.7 

14% 

1,492.1 

14% 

1,422.4 

14% 

• Directory  advertising 
billing  and  other 

1,403.7 

13% 

1,290.8 

12% 

1,095.8 

11% 

• Provision  for 
uncollectables 

(94.6) 

- 

(91.7) 

~ 

(47.4) 

— 

Other  Communications 

and  Related  Services 

580.7 

5% 

683.9 

6% 

599.0 

6% 

Financial  and  Real 

Estate  Services 

569.1 

5% 

452.4 

4% 

135.5 

1% 

TOTAL 

$10,880.1 

100% 

$10,747.3 

100% 

$10,054.3 

100% 

Bell  Atlantic  provides  information  services  through  the  following 
business  units: 

• Bell  Atlantic  Knowledge  Systems,  Inc.,  headquartered  in 
Princeton  (NJ),  is  a fully  separate,  unregulated  division  that 
specializes  in  programming  environments. 

- The  division  derives  its  revenue  from  software  packages, 
professional  services,  and  government  research. 

- The  Laser  software  product  is  a hybrid  tool  shell 
environment  for  development  of  expert  systems.  The 
program  is  written  in  "C"  and  has  two  inference  engines  for 
use  in  applications  development  on  the  Sun,  DEC  VAX, 
IBM  9372,  and  IBM  PS/2  systems. 

- There  are  approximately  30  installations  of  the  Laser 
product. 

• Technology  Concepts  Inc.,  located  in  Massachusetts,  provides 
consulting,  software  engineering,  and  seminars  in  data 
communications. 


Page  8 of  10 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


August  1989 


BELL  ATUNTIC  CORPORATION 


INPUT 


- The  Community  software  product  provides  DECnet 
connectivity  for  non-DEC  systems.  Community  software 
connects  UNIX-based  systems,  personal  computers, 
Macintoshes,  and  proprietary  systems  to  DECnet. 

- Consulting,  software  engineering,  and  services  are  targeted 
to  medium-to-large  companies,  institutions  and  government 
agencies  in  the  U.S.  The  Community  product  is  available 
worldwide  to  end  users,  OEMs,  VARs,  systems  integrators, 
and  distributors. 

• Network  Services  offers  the  following  products  and  services: 

- The  Bell  Atlantic  Gateway  provides  a single  contact  point 
for  access  and  billing  for  a wide  range  of  computer 
databanks  and  services.  The  Gateway  is  being  tested  with 
medium  and  small  business  customers  in  the  Philadelphia 
area  and  with  residential  customers  in  the  Washington,  D.C. 
area. 

- The  Bell  Atlantic  LANscape™  family  of  data 
communications  products  includes  LANgate™  and 
LANserver  PLUS™. 

• LANgate  provides  a central-office-based  local  area 
network  for  integrated  voice  and  data  communications 
and  allows  users  to  connect  personal  computers, 
terminals,  host  computers,  and  similar  devices.  Primary 
target  applications  are  in  the  medium-to-large  business 
and  government  sectors. 

• LANserver  PLUS  is  a premises  based  integrated  system 
that  allows  resource  sharing  among  computers  and 
terminals  attached  to  the  customer's  LANgate  network. 
LANserver  PLUS  enhances  the  LANgate  network  by 
supporting  file  and  print  services,  electronic  mail, 
network  management,  Ethernet  LAN  interface,  and 
asynchronous  connections. 

- Bell  Atlantic,  a provider  of  broadband  services,  deploys  over 

300.000  miles  of  optical  fiber  in  its  network  at  this  time.  The 
company  is  deploying  optical  fiber  at  a rate  of  approximately 

100.000  miles  per  year. 

• Bell  Atlantic  Customer  Services  provides  third-party 

maintenance  through  the  following  units: 
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- Sorbus  Inc.  provides  maintenance  on  3,000  different 
hardware  products,  including  IBM  and  DEC,  in  the  U.S.  and 
Canada. 

- Camex-CPX,  Inc.,  headquartered  in  Camarillo  (CA), 
provides  computer  parts  and  supplies  for  Control  Data 
equipment. 

- Electronic  Service  Specialists  Ltd.,  headquartered  in 
Menomonee  Falls  (WI),  provides  parts  service  for  DEC 
equipment,  and  through  the  acquisition  of  the  assets  of 
DynService  Network,  services  more  than  200  computer  and 
peripheral  products. 

- Bell  Atlantic  Customer  Service  International,  Inc.  manages  a 
group  of  companies  in  Europe  providing  independent 
computer  maintenance  and  data  communications  systems  in 
six  countries. 

• Bell  Atlantic  International,  Inc.  markets  software  systems, 
communications  consulting,  and  systems  integration  services  to 
telecommunications  administrations  worldwide. 

• Education  and  training  is  provided  through  the  Bell  Atlantic 
Education  Services  division  with  a "campus"  that  spans  the  Mid- 
Atlantic  states  and  ten  fully  equipped  training  centers.  Courses 
are  available  in  Network  Technologies,  Craft  Technical 
Training,  Engineering,  Marketing  and  Sales,  Management 
Education,  Computer  Usage,  and  Maintenance. 


Bell  Atlantic  provides  telecommunications  services  in  the  states  of 
New  Jersey,  Pennsylvania,  Delaware,  Maryland,  Virginia,  and 
West  Virginia,  and  the  District  of  Columbia.  Information, 
communication,  and  computer  maintenance  services  are  available 
worldwide  through  international  units  of  Bell  Atlantic. 


Bell  Atlantic  has  various  IBM,  DEC,  and  other  manufacturers' 
computers  installed  throughout  the  U.S.  and  Europe  in  support  of 
its  software,  professional  services,  and  maintenance  functions. 
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August  1996 

Bell  Atlantic  Network 
Integration,  Inc. 


Chairman:  Anthony  T.  Murray,  Jr. 

President  & CEO:  Jack  Sweeney 

52  East  Swedesford  Road 
Frazer,  PA  19355 

Phone:  (610)407-2000 

Fax:  (610)  296-9075 

Internet:  http://www.bani.com 


@ Bell  Atlantic 

Network  Integration 


Status:  Subsidiary 

Parent:  Bell  Atlantic  Corporation 

Employees:  700  (8/96) 

Revenue:  $150,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 


Key  Points 

• Bell  Atlantic  Network  Integration  (BAND 
provides  a range  of  multivendor  network 
integration  and  outsourcing  services  that 
meet  the  needs  of  corporations  in  a changing 
business  environment. 

• The  company’s  vision  is  to  build  enterprise- 
wide information  networks  that  will  provide 


companies  with  access  to  a private  or  public 
information  highway. 

• While  BANI  provides  services  in  network 
design,  project  management, 
implementation,  and  maintenance/technical 
support,  the  company’s  focus  has  shifted  to 
professional  services  that  include  enterprise 
network  management,  consulting,  and  out- 
tasking/outsourcing  services. 

• In  1995,  BANI’s  revenue  grew  by  more  than 
25%,  the  company  added  more  than  150 
engineers  to  its  staff,  and  it  completed  more 
than  2,200  new  projects. 
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• In  1995,  Anthony  T.  Murray,  Jr.  succeeded 
John  T.  Losier  as  Chairman  of  the  Board. 

Mr.  Murray  was  also  elected  President  of 
the  Bell  Atlantic  Large  Business  Services 
line  of  business  in  November  1995,  and  prior 
to  that  appointment,  was  in  the  position  of 
President  for  the  Bell  Atlantic  Federal 
Systems  line  of  business. 

• In  1995,  Jack  Sweeney  was  appointed  to  the 
position  of  President  and  CEO.  Mr. 
Sweeney’s  most  recent  position  prior  to  this 
appointment  was  Vice  President  of  Sales  for 
BANI. 

• During  1995,  BANI  became  the  first 
company  to  receive  both  a “Gold”  partner 
certification  from  Cisco  Systems,  Inc.  as  well 
as  a “Business  Development”  partner 
certification  from  Bay  Networks,  Inc. 

Company  Description 

BANI,  established  in  August  1992,  provides  a 
range  of  multivendor  network  integration 
services,  including  network  architecture 
planning  and  design,  product  procurement, 
premises  wiring,  installation,  network 
management,  consulting,  and  postinstallation 
support  to  companies  nationwide. 

The  company  also  offers  outsourcing  services 
through  its  Managed  Network  Services 
practice,  as  well  as  messaging  and  Internet 
planning  and  implementation  services. 

Organization  and  Structure 

Headquartered  in  Frazer  (PA),  BANI  is  a 
wholly  owned  subsidiary  of  Bell  Atlantic 
Corporation.  In  addition  to  its  headquarters, 
BANI  serves  customers  from  32  locations 
across  the  U.S.  The  company’s  headquarters 
maintain  its  administrative  offices,  the 
Enterprise  Support  Center  (ESC)  that  houses 
the  Technical  Research  Center,  international 


technical  support  facilities,  and  the  Network 
Operations  Center  (NOC). 

Bell  Atlantic  Coi’poration,  based  in 
Philadelphia,  is  the  parent  of  companies  that 
provide  a full  array  of  local  exchange 
telecommunications  services  in  the  mid- 
Atlantic  region. 

• The  corporation  is  at  the  forefront  of  new 
product  development,  including  video, 
entertainment,  and  information  services. 

• Bell  Atlantic  is  the  parent  of  one  of  the 
nation’s  largest  cellular  carriers  and  has  an 
ownership  position  in  cellular  properties 
internationally. 

• Bell  Atlantic  is  also  the  parent  of  companies 
that  provide  business  systems  services  for 
customer-based  information  throughout  the 
U.S.  and  internationally. 

Company  Strategy 

BANI  is  a full-service  enterprise  netwmrk 
integrator  committed  to  providing  unbiased 
complex  network  infrastructure  solutions  and 
a comprehensive  set  of  network  professional 
services  from  network  planning,  design,  and 
implementation  to  network  management, 
maintenance,  and  out-tasking/outsourcing 
services. 

The  company’s  market  focus  is  on  complex 
enterprise-wide  network  infrastructures 
integrating  data,  video,  multimedia,  and  voice 
technologies. 

BANI’s  core  competencies  include  leading- 
edge  technologies  such  as  switching,  ATM, 
ISDN,  remote  access  to  LAN,  Internet 
connectivity,  videoconferencing,  and  desktop 
collaboration,  and  how  these  technologies 
interoperate  in  wide-area  and  local-area 
environments. 
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The  company  also  has  technical  and 
marketing  agreements  with  all  major  systems 
manufacturers. 

Financials 

INPUT  estimates  BANPs  1995  revenue  to  be 
approximately  $150  million,  a 25%  increase 
over  an  estimated  $120  million  in  1994. 

INPUT  estimates  that  approximately  87%  of 
the  company’s  1995  revenue  was  derived  from 
network  integration  services  and  about  13% 
from  its  outsourcing  activities. 

Market  Financials 

BANI  provides  services  across  all  industries. 
Vertical  markets  served  include  banking  and 
finance,  business  service,  education,  health 
care,  and  state  and  local  government. 

Geographic  Markets 

One  hundred  percent  of  BANPs  revenue  is 
derived  from  North  America. 

Employees 

BANI  currently  has  700  employees.  Nearly 
85%  of  the  employees  are  field  engineers  and 
technical  support  personnel. 

Key  Services 

BANPs  core  networking  services  address  each 
of  the  three  phases  in  its  clients’  strategic 
information  network  experience,  known  as  the 
Network  Lifecycle:  designing/planning, 
implementing,  and  managing/supporting. 

BANPs  Network  Lifecycle  Management 
establishes  the  company  as  a single  point  of 
contact  for  all  network  issues,  throughout  the 
network’s  evolving  lifecycle.  BANI  also 
provides  complete  managed  network  services, 
videoconferencing,  and  information  access 
services. 


Network  Lifecycle  Management 
Designing/Planning — BANI  Consulting  uses  a 
multidisciplinary  team  of  consulting 
professionals  and  an  Enterprise  Network 
Planning  Methodolog>"  to  design  and  plan  all 
aspects  of  enterprise  networks.  The  BANI 
consulting  teams  brings  together  the  most 
appropriate  set  of  skills  and  expertise  to 
address  the  client’s  requirements. 

Each  of  the  following  areas  has  a dedicated 
group  of  cross-geographic  consultants  with 
expertise  and  curi-ency  in  the  latest  trends, 
technologies,  and  issues  in  their  respective 
areas. 

• Network  Architecture  Planning/Design 
Services — The  company  offers  network 
assessment,  planning,  project  management, 
and  design  and  testing  services  for  the 
evaluation,  implementation,  network 
management,  and  upgrade  of  a customer’s 
systems  to  accommodate  current  and  future 
technological  requirements. 

Laboratory  Testing  Services — The 
company’s  Technical  Research  Center  (TRC) 
is  equipped  with  network  diagnostic  and 
management  tools  for  testing  the 
interoperability  and  compatibility  of 
specified  network  components  in  a 
controlled  environment. 

- The  TRC  offers  expertise  in  wide-area 
network  technologies  such  as  ATM, 

SMDS,  Tl,  T3,  ISDN  and  Remote  LAN 
Access,  Frame  Relay,  and  LAN  technology, 
including  10/100  base  T,  Token  Ring, 
Ethernet,  FDDI,  Network  Operating 
Systems,  multimedia,  remote  network 
management,  and  videoconferencing. 

- The  TRC  also  includes  a multivendor 
interoperability  test  bed  for  ATM  network 
design  validation  and  application  testing. 
Areas  of  service  include: 


Bell  Atlantic  Network  Integration,  Inc. 
August  1996 


©INPUT  1996  Reproduction  prohibited. 


Page  3 of  7 


INPUT  Vendor  Profile 


• Equipment  certification  and 
configuration 

• Design  and  documentation  services 

• Interoperability  verification  and 
certification 

• Standards  body  representation 

• Network  troubleshooting 

• Enterprise  Network  Management 
Planning — Management  and  planning  of 
standard  platforms  and  applications,  and 
operational  policies  and  procedures.  On-site 
and  remote  management  services  include 
capacity  planning,  performance 
management,  problem  isolation  and 
resolution,  vendor  coordination,  and 
configuration  management.  To  complete  its 
suite  of  professional  services,  BANI  provides 
a wide  range  of  on-site  consultative  services 
that  include  security  management  and  asset 
management  services. 

• Messaging  and  Internet  Access — BANI  also 
provides  messaging,  Internet  services 
planning,  and  security  services. 

- Messaging — Services  include  messaging 
architecture,  design,  and  implementation 
for  a wide  range  of  electronic 
communication  forms,  including  E-mail. 
Internet,  fax,  video,  electronic  commerce, 
voice  clips,  and  groupware. 

- Internet  Services — ^Internet  planning  and 
access  services  include  evaluation  of 
networking,  hardware,  and  technology 
requirements,  as  well  as  the  development 
of  an  architecture  for  establishing  a 
presence  on  the  Internet. 

- Security  Services — Services  include 
detailed  firewall  design  and 
recommendations  on  hardware,  software, 
and  services,  as  well  as  security  audit  and 


recommendations  on  the  use  of  data 
encryption. 

Implementing — BANI  uses  cross-functional 
teams  to  provide  network  services, 
procurement  of  hardware  and  software, 
installation,  end-to-end  testing,  and  training. 
A project  manager,  serving  as  a single  point  of 
contact  for  the  client,  coordinates  the 
integration  of  design,  cost,  schedule,  and 
resource  information. 

• Network  Implementation  Services — BANI 
offers  seamless  integration  of  the  customer’s 
existing  hardware,  software,  protocols,  and 
interfaces  with  new  networking 
technologies. 

- The  company  supports  all  platforms,  and 
its  technical  support  staff  is  trained  to 
work  with  operating  systems  such  as 
Banyan’s  VINES,  Microsoft  NT,  Novell’s 
NetWare,  and  emerging  UNIX 
environments. 

- BANI  specializes  in  LANA\WN  integration 
into  customers’  local  environments. 

• Cabling  and  Wiring  Services — Service 
offerings  in  this  category  include 
connectivity  integration  of  voice,  data,  and 
video  applications. 

• Product  Procurement  Services — Through 
the  key  relationships  that  it  forms  with 
hardware  and  software  vendors,  BANI 
procures  cost-effective,  high-quality 
products  that  meet  or  exceed  customer 
requirements. 

Managing/Supporting — BANI  provides  remote 
monitoring,  management,  and  support 
services  with  on-site  personnel,  remote 
support  from  the  NOC,  or  a combination  of 
both.  These  services  are  provided  for  all 
levels  of  fault,  performance,  accounting,  and 
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configuration  management,  as  well  as 
security. 

• Support  Services — The  company  provides 
Enterprise  Support  Services  up  to  24  hours 
a day,  7 days  a week.  Service  offerings 
include  call  management,  dispatch,  help- 
desk, on-site  support,  remote  support, 
system  configuration  assistance,  disaster 
avoidance  services,  remote  network 
management  and  monitoring,  and 
consulting  services. 

• BANl  employs  a three-tiered  support  system 
whereby  problems  that  cannot  be  resolved 
by  the  Tier  1 engineering  teams  are 
escalated  to  BANFs  internal  Tier  11 
engineering  support  staff  in  the  Technical 
Assistance  Center  (TAG).  Engineers  in  the 
TAG  have  direct  access  to  the 
manufacturers’  product  development 
engineers,  the  third  tier  in  the  system. 

Managed  Network  Services 

Formerly  known  as  “Functional  Outsourcing” 
and  “Full  Outsourcing,”  BANI  offers 
professional  technical  services  that  are 
required  to  operate  and  maintain  a state-of- 
the-art  communications  network. 

• Services  range  from  single  functions,  such 
as  helpdesk  and  infrastructure  support 
(moves/adds/changes)  and  remote  network 
monitoring  and  management,  to  complete 
operation  of  an  entire  enterprise-wide 
network. 

• Services  include  desktop  support, 

LA.N/WAN  operation  and  maintenance,  and 
proactive/reactive  monitoring  and 
management  of  data,  voice,  and  video 
networks. 


Videoconferencing  Services 

BANl  offers  the  following  videoconferencing 

solutions: 

• Desktop  Systems — BANl  sells  most  major 
desktop  video  systems. 

• Rollabout/Room-Based  Systems/Bridges — 
The  company  offers  installation  and  support 
services  for  rollabout/room-based 
videoconferencing  systems. 

Clients 

BANl  currently  has  approximately  2,400 
clients,  up  from  about  1,250  clients  in  mid- 
1995.  Some  significant  examples  of  customer 
contracts  include  the  following: 

• In  July  1996,  BANl  entered  into  a seven- 
year  strategic  outsourcing  agreement, 
known  as  the  Pinnacle  ARiance,  for  the 
management  of  portions  of  the  technology" 
infrastructure  of  J.P.  Morgan,  a leading 
global  banking  firm. 

- The  agreement  will  take  the  form  of  a 
service  contract  between  J.  P.  Morgan  and 
Gomputer  Sciences  Gorporation  (GSG). 
GSG  will,  in  turn,  have  contracts  with 
BANl,  Andersen  Gonsulting,  and  AT&T 
Solutions. 

- Under  the  agreement,  BANFs  primary 
responsibility  is  supporting  distributed 
computing  services  in  the  U.S.,  such  as 
desktops,  LANs,  and  servers. 

- The  agreement  is  estimated  to  have  a 
combined  value  of  more  than  $2  billion. 

- BANl  currently  provides  J.P.  Morgan  with 
communications  services,  maintenance, 
and  support  in  New  York  and  Delaw’are, 
and  branch-office  network  implementation 
throughout  North  America. 
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• In  January  1996,  BANI  was  awarded  a $1 
million  contract  by  the  Educational  Testing 
Service  (ETS)  of  Princeton  (NJ)  to  design, 
implement,  and  remotely  manage  an  ATM 
backbone  network  connecting  ETS’s 
Princeton-area  campuses  for  the  support  of 
voice,  data,  and  future  video  traffic. 

• In  April  1996,  BANI  was  awarded  a $7.4 
million  project  management  contract  for 
General  Motors.  The  contract  includes 
coordinating  a fiber-optic  infrasturcture 
project  supporting  122  General  Motors 
plants  throught  the  U.S.,  Canada,  and 
Mexico. 

• In  May  1995,  BANI  won  a five-year  contract 
with  Summit  Bank  to  completely  overhaul 
and  integrate  Summit’s  three  existing 
diverse  and  separate  networks,  replacing 
them  with  dedicated,  high-capacity  data 
networks.  BANI  is  also  to  provide 
Enterprise  Network  Management  Services 
(ENMS),  proactively  monitoring  over  100 
router  devices  in  the  Summit  Bank  wide- 
area  network  (WAN).  BANI’s  solution  is 
designed  to  speed  communications  and 
transaction  information  and  increase 
network  reliability  between  financial 
counselors  at  different  Summit  Bank 
locations. 

• In  April  1995,  BANI  was  awarded  a $140 
million,  five-and-one-half-year  outsourcing 
contract  with  USAir  to  manage  the  airline’s 
voice  and  data  communications  network. 

The  network  includes  reservations, 
administrative  and  operational  centers, 
sales  offices,  and  retail  ticket  centers  in 
some  150  major  cities  throughout  the  U.S. 
The  contract  was  designed  to  save  USAir 
10%-15%  in  network-related  expenses 
during  the  first  year. 


Marketing  and  Sales 

BANI  serves  customers  nationally  through  its 
headquarters  in  Frazer  (PA)  and  32  locations 
across  the  U.S.,  including  a major  presence  in 
New  York  (NY),  Boston  (MA),  and  Atlanta 
(GA),  which  are  outside  the  traditional  Bell 
Atlantic  region. 

Alliances/Vendor  Relationships 

BANI  has  formed  several  key  vendor 
relationships  over  the  past  few  years, 
including  with  the  following  vendors,  in  the 
specified  relationships: 

• 3Com — Systems  Integrator 

• Ascend — Value  Added  Reseller 

• Banyan  Systems  Incorporated — Premier 
Network  Integrator 

• Bay  Networks — Authorized  Reseller 

• Cabletron — Authorized  Reseller 

• Cisco — Gold  Partner 

• CLI — Medallion  Partner 

• Gandalf — Reseller 

• Microsoft  Corporation — Solutions  Provider  - 
member 

• Newbridge — Reseller 

• Novell,  Inc. — Platinum  Reseller 

• PictureTel — Authorized  Reseller 

• Raptor — Security  System  Reseller 

• Sun  Microsystems  Computer  Corp. — 
Commercial  Systems  Integrator 
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Competition 

BANI  competes  with  Andersen  Consulting, 

AT&T,  Advantis,  CSC,  EDS,  Frederick 

Computers,  IBM,  I -Net,  LAN  Systems,  MFS 

(Datanet  and  Netwox'k  Technologies 

divisions),  US  West,  and  Unisys. 

INPUT  Assessment 

BANFs  major  strengths  include: 

• Its  fully  equipped  Network  Operations 
Center  (NOC)  for  remote  monitoring  of 
clients’  enterprise-wide  networks 

• Its  world-class  Technical  Research  Center 
and  interoperability  lab 

• Its  technical-to-sales  personnel  ratio,  which 
is  one  of  the  highest  in  the  industry  and 
growing 


• Its  independence  from  vendors  and  focus  on 
best  solutions  for  the  customer 

• Its  ongoing  training  for  sales  and  presales 
staff  and  certification  of  engineering  and 
technical  support  personnel 

Challenges  for  the  coming  year  include: 

• Building  the  company’s  market  identity  and 
credibility 

• Recruiting  and  deploying  top-quality 
network  professionals 

• Competing  against  established  players  in 
the  enterprise  networking  environment 


Parent  Company 

Bell  Atlantic  Corporation 
1717  Arch  Street 
Philadelphia,  PA  19103 
Phone:  (215)  963-6000 
Revenue:  $13.5  billion  (12/95) 
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Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End: 

* INPUT  estimate 


Subsidiary 
Bell  Atlantic  Corporation 
452  (6/95) 
$120,000,000* 
12/31/94 


Key  Points 

• Bell  Atlantic  Network  Integration  provides 
a range  of  multivendor  network  integration 
and  outsourcing  services  that  meet  the 
needs  of  corporations  in  a changing  business 
environment. 


• The  company’s  vision  is  to  build  enterprise- 
wide information  networks  that  will  provide 


companies  access  to  a private  or  public 
information  highway. 

• While  Bell  Atlantic  Network  Integration 
provides  services  in  network  design,  project 
management,  implementation  and 
maintenance/technical  support,  the 
company’s  focus  has  shifted  to  professional 
services  which  include  enterprise  network 
management,  consulting  and  out- 
tasking/outsourcing  services. 

• In  1994,  Bell  Atlantic  Network  Integration 
doubled  its  revenue,  added  more  than  200 
engineers  to  its  staff,  served  850  new 
customers  and  completed  2,000  new 
projects. 
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• In  1994,  the  company  announced  plans  to 
open  seven  new  offices  by  the  end  of  1995. 

To  date,  two  new  offices  have  been  opened, 
broadening  Bell  Atlantic  Network 
Integration’s  geographic  reach.  The 
company  currently  serves  customers  from  24 
cities  across  the  U.S.. 

• During  1995,  BeU  Atlantic  Network 
Integration  became  the  first  company  to 
receive  both  a “Gold”  partner  certification 
from  Cisco  Systems,  Inc.  as  well  as  a 
“Business  Development”  partner 
certification  from  Bay  Networks,  Inc. 

Company  Description 

Bell  Atlantic  Network  Integration,  estabhshed 
in  August  1992,  provides  a range  of 
multivendor  network  integration  services, 
including  network  architecture  planning  and 
design,  product  procurement,  premises 
wiring,  installation,  network  management, 
consulting  and  post-instaUation  support  to 
companies  nationwide. 

The  company  also  offers  outsourcing  services, 
such  as  Operational  Support  Services  and 
Network  Communications  Services. 

Organization  and  Structure 

Headquartered  in  Frazer  (PA),  Bell  Atlantic 
Network  Integration  is  a wholly-owned, 
indirect  subsidiary  of  Bell  Atlantic 
Corporation.  In  addition  to  its  headquarters. 
Bell  Atlantic  Network  Integration  serves 
customers  from  24  cities  across  the  U.S.  Its 
headquarters  maintain  its  administrative 
offices,  the  Enterprise  Support  Center  (ESC) 
that  houses  an  interoperability  lab,  national 
technical  support  facilities  and  the  Network 
Operations  Center  (NOC). 

Bell  Atlantic  Corporation,  based  in 
Philadelphia,  is  the  parent  of  companies  that 
provide  a full  array  of  local  exchange 


telecommunications  services  in  the  mid- 
Atlantic  region.  The  corporation  is  at  the 
forefront  of  developing  a variety  of  new 
products,  including  video,  entertainment  and 
information  services.  Bell  Atlantic  is  also  the 
parent  of  one  of  the  nation’s  largest  cellular 
carriers  and  has  an  ownership  position  in 
cellular  properties  internationally.  In 
addition.  Bell  Atlantic  is  the  parent  of 
companies  that  provide  business  systems 
services  for  customer-based  information 
throughout  the  U.S.  and  internationally. 

Company  Strategy 

Bell  Atlantic  Network  Integration  is  a full- 
service  enterprise  network  integrator 
committed  to  providing  unbiased  complex 
network  infrastructure  solutions  and  a 
comprehensive  set  of  network  professional 
services  from  network  planning  and  design,  to 
network  management,  maintenance  and  out- 
tasking/outsourcing  services. 

The  company’s  market  focus  is  on  complex 
enterprise-wide  network  infrastructures 
integrating  data,  video,  multimedia  and  voice 
technologies.  The  company’s  core 
competencies  include  leading  edge 
technologies  including  switching,  ATM,  ISDN, 
remote  access  to  LAN,  Internet  connectivity, 
video  conferencing  and  desktop  collaboration, 
and  how  these  technologies  interoperate  in 
wide-area  and  local-area  environments. 

The  company  also  has  technical  and 
marketing  agreements  with  numerous 
systems  manufacturers  such  as  AMP,  Ascend, 
AT&T,  Banyan,  Bay  Networks,  Cabletron, 
Chipcom,  Cisco  Systems,  CLI,  Compaq, 
DeskTalk,  Frontier  Systems,  Gandalf,  Intel, 
Kentrox,  Mohawk/  Ortronics,  Network 
General,  Newbridge,  Novell,  PictureTel,  SAS, 
Seicor,  Sun  Microsystems,  3Com  and  Vtel, 
among  others. 
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Financials 

INPUT  estimates  Bell  Atlantic  Network 
Integration’s  1994  revenue  to  be 
approximately  $120  million,  a 33%  increase 
over  an  estimated  $90  million  in  1993. 

INPUT  estimates  that  approximately  90%  of 
the  company’s  1994  revenue  was  derived  from 
network  integration  services  and  about  10% 
from  its  outsourcing  activities. 

Market  Financials 

Bell  Atlantic  Network  Integration  provides 
services  across  aU  industries.  Vertical 
markets  served  include  banking  and  finance, 
business  service,  education,  healthcare,  and 
state  and  local  government. 

Geographic  Markets 

One  hundred  percent  of  Bell  Atlantic  Network 
Integration’s  revenue  is  derived  from  North 
America. 

Employees 

Bell  Atlantic  Network  Integration  currently 
has  452  employees.  Nearly  85%  of  the 
employees  are  field  engineers  and  technical 
support  personnel. 

Key  Services 

Bell  Atlantic  Network  Integration  offers  a 
range  of  network  integration  services  as 
summarized  below; 

• Network  Architecture  Planning/Design 
Services — ^The  company  offers  planning, 
project  management  and  design  services  for 
implementation,  network  management  and 
upgrade  of  a customer’s  systems  to 
accommodate  current  and  future 
technological  requirements. 

• Lab  Services — ^The  company’s 
interoperability  lab  offers  expertise  in  wide- 
area  network  technologies  such  as  SMDS, 


Tl,  T3,  ISDN  and  Remote  LAN  Access, 
Frame  Relay  plus  LAN  technology  including 
10/100  base  T,  Token  Ring,  FDDI,  Network 
Operating  Systems,  Multimedia,  Remote 
Network  Management  and  Video 
Conferencing.  The  lab  also  includes  a 
multivendor  interoperabihty  test  bed  for 
ATM  network  design  validation  and 
apphcation  testing.  Areas  of  service  include: 

- Equipment  certification  and  configuration 

- Design  and  documentation  services 

- Interoperability  verification  and 
certification 

- Standards  body  representation 

- Network  troubleshooting 

• Implementation/Project  Management 
Services — ^The  company  offers  seamless 
integration  of  a customer’s  existing 
hardware,  software,  protocols  and  interfaces 
with  new  networking  technologies.  The 
company  supports  all  platforms  and  its 
technical  support  staff  are  trained  to  work 
with  operating  systems  such  as  Banyan’s 
VINES,  Microsoft’s  LAN  Manager,  Novell’s 
NetWare  and  emerging  UNIX 
environments.  The  company  specializes  in 
WAN  integration  into  customers’  local 
environments. 

• Cabling  and  Wiring  Services — Service 
offerings  in  this  category  include 
connectivity  integration  of  voice,  data  and 
video  applications. 

• Product  Procurement  Services — ^Through 
the  key  relationships  that  it  forms  with 
hardware  and  software  vendors.  Bell 
Atlantic  Network  Integration  procures  cost- 
effective,  high  quality  products  that  meet  or 
exceed  customer  requirements. 
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• Support  Services — ^The  company  provides 
Enterprise  Support  Services  up  to  24  hours 
a day,  7 days  a week.  Service  offerings 
include  call  management;  dispatch;  help 
desk;  on-site  support;  remote  support; 
system  configuration  assistance;  disaster 
avoidance  services;  remote  network 
management  and  monitoring;  and 
consulting  services. 

In  addition  to  its  network  integration  service 
offerings,  the  company  also  provides  out- 
tasking/outsourcing  services  that  include: 

• Enterprise  Network  Management 
Services — On-site  and  remote  management 
services  include  capacity  planning, 
performance  management,  fault 
management,  vendor  coordination  and 
configuration  management.  To  complete  its 
suite  of  professional  services.  Bell  Atlantic 
Network  Integration  provides  a wide  range 
of  on-site  consultative  services  that  include 
security  management  and  accounting 
management  services. 

• Operational  Support  Services — ^Professional 
technical  services  that  are  required  to 
operate  and  maintain  a state-of-the  art 
communications  network, 

including — staffing  support,  maintenance 
support,  technical  support,  service 
provisioning,  relocation  services 
(moves/adds/changes),  accounting/financial 
and  procurement  services. 

• Network  Communications  Services — ^The 
company  assumes  full  accountability  for  the 
delivery  of  communications  services  to  an 
organization  and  can  include  enterprise- 
wide or  smaller  facilities-based  systems. 
Includes  Network  Communication  and 
Enterprise  Network  Management  Services 
(ENMS)  for  project  management, 
performance  management,  fault  monitoring 


and  correction,  security  maintenance  and 
configuration  management. 

Bell  Atlantic  Network  Integration  offers  the 
following  videoconferencing  solutions: 

• Desktop  Services — Services  include 
installation,  support  and  user  training  on 
several  desktop  products. 

• RoUabout/Room-Based  Services — ^The 
company  offers  installation  and  support 
services  for  roll-about  and  room-based 
videoconferencing  systems. 

• Distance  learning  classrooms,  CATV  access 
systems,  media  retrieval  systems,  video 
servers  and  multi-media  services 

Clients 

Bell  Atlantic  Network  Integration  has  more 
than  1,250  chents,  up  from  about  400  chents 
at  the  end  of  1993.  Some  significant  examples 
of  customer  contracts  include  the  following: 

• In  April  1995,  Bell  Atlantic  Network 
Integration  was  awarded  a $140  million,  five 
and  one-half  year  outsourcing  contract  with 
US  Air  to  manage  the  airline’s  voice  and 
data  communications  network  which 
includes  reservations,  administrative  and 
operational  centers,  sales  offices  and  retail 
ticket  centers  in  some  150  major  cities 
throughout  the  U.S.  The  contract  is 
expected  to  save  US  Air  10%-15%  in 
network-related  expenses  during  the  first 
year. 

• In  May  1995,  Bell  Atlantic  Network 
Integration  won  a five-year  contract  with 
Summit  Bank  to  completely  overhaul  and 
integrate  Summit’s  three  existing  diverse 
and  separate  networks,  replacing  them  with 
dedicated,  high-capacity  data  networks  and 
to  provide  Enterprise  Network  Management 
Services  (ENMS),  proactively  monitoring 
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over  100  router  devices  in  the  Summit  Bank 
wide  area  network  (WAN).  Bell  Atlantic 
Network  Integration’s  solution  will  speed 
communications  and  transaction 
information  and  increase  network  reUability 
between  financial  counselors  at  different 
Summit  Bank  locations. 

• In  October  1994,  George  Mason  University 
awarded  Bell  Atlantic  Network  Integration 
a $11.7  million  contract  to  develop  a major 
communications  network  for  the  university. 
The  network  will  fink  voice,  data  and  video 
and  will  enable  the  university  to  take 
advantage  of  distance  learning,  interactive 
classrooms  and  other  multimedia 
technologies. 

• Bell  Atlantic  Network  Integration  also  won 
a $8  million  contract  from  Mary  Washington 
College  to  design,  implement  and  manage  a 
40-building  campus-wide  network. 

• Pennsylvania’s  State  System  of  Higher 
Education  awarded  a $2  million  contract  to 
Bell  Atlantic  Network  Integration  to  build  a 
private  data  network  that  connects  its  22 
sites  including  14  universities,  7 branch 
campuses  and  centers  and  the  Office  of  the 
Chancellor. 

• Bell  Atlantic  Network  Integration  received 
$ 1 million  from  the  Administrative  Office  of 
Pennsylvania  Courts  to  design  and  build  a 
WAN. 

Marketing  and  Sales 

Bell  Atlantic  Network  Integration  serves 
customers  nationally  through  its 
headquarters  and  locations  in  24  cities  across 
the  U.S.,  as  well  as  over  285  worldwide  field 
offices  that  are  operated  by  its  affihate — BeU 
Atlantic  Business  Systems  Services. 

Bell  Atlantic  Network  Integration  recently 
opened  offices  in  New  York  (NY)  and  Boston 


(MA).  By  the  end  of  1995,  Bell  Atlantic 
Network  Integration  plans  to  have  presence  in 
every  major  U.S.  city  including  Atlanta  (GA), 
Chicago  (IL),  Dallas  (TX),  San  Francisco  and 
Los  Angeles  (CA). 

Alliances 

Bell  Atlantic  Network  Integration  has  formed 
several  key  alliances  over  the  past  few  years. 

Significant  alliances/certifications  include; 

• In  March  1995,  Bell  Atlantic  Network 
Integration  and  Northern  Telecom  agreed  to 
jointly  provide  integrated  network  solutions 
and  services  to  Fortune  1000  companies. 

• In  January  1995,  Cisco  Systems,  Inc. 
awarded  Bell  Atlantic  Network  Integration 
Gold  Certification  within  the  U.S.  Bell 
Atlantic  will  act  as  a technical  center  for 
Cisco,  providing  front-line  customer  support. 

• In  December  1994,  Bay  Networks  awarded 
Bell  Atlantic  Network  Integration  “Business 
Development  Partner”  certification.  Bell 
Atlantic  Network  Integration  will  act  as  a 
technical  center  for  Bay  Networks, 
providing  front-line  customer  support. 

• In  April  1994,  the  company  entered  into  an 
alliance  with  Lockheed  Martin  to  jointly 
provide  total  systems  integration  services, 
mostly  to  the  banking,  finance, 
pharmaceuticals  and  healthcare  industries, 
among  others. 

• In  January  1994,  Bell  Atlantic  Network 
Integration  and  Intel  established  an  alliance 
that  explores  and  addresses  the  growing 
importance  of  multimedia  apphcations  and 
the  potential  needs  and  challenges  of  this 
market. 

• In  October  1993,  Bell  Atlantic  Network 
Integration  agreed  to  be  a Premier  Network 
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Integrator  for  Banyan  Systems  Inc. 
Through  this  relationship,  Bell  Atlantic 
offers  its  customers  improved  support  and 
problem  resolution  services. 

• In  December  1992,  Sun  Microsystems 
awarded  Bell  Atlantic  Network  Integration 
both  Commercial  Systems  Integrator  and 
Government  Systems  Integrator  status. 
This  certification  maximizes  the  number 
and  variety  of  networking  solutions 
available  to  Bell  Atlantic  Network 
Integration’s  customers  in  business, 
industry  and  government. 

• In  January  1992,  Novell  awarded  Bell 
Atlantic  Network  Integration  Platinum 
Authorized  Reseller  status.  Bell  Atlantic 
Network  Integration  provides  after-sale 
service  and  support  for  sophisticated, 
complex  multivendor  customer 
environments. 

Competition 

Bell  Atlantic  Network  Integration  competes 
with  Andersen  Consulting,  AT&T,  Advantis, 
CSC,  EDS,  Frederick  Computers,  IBM, 
I-NET,  LAN  Systems,  MFS  (Datanet  and 
Network  Technologies  divisions),  US  WEST 
and  Unisys. 

INPUT  Assessment 

Bell  Atlantic  Network  Integration’s  major 
strengths  include: 

• A fully-equipped  Network  Operations 
Center  (NOC)  for  remote  monitoring  of 
clients’  enterprise-wide  networks 

• World-class  interoperability  lab  and 
constant  infrastructure  investment 

• A technical  to  sales  personnel  ratio  which  is 
one  of  the  highest  in  the  industry  and 
growing 


• Vendor  independent,  focused  on  best 
solutions  for  the  customer 

• On-going  training  for  sales  and  pre-sales 
staff  and  certification  of  engineering  and 
technical  support  personnel 

Challenges  for  the  coming  year  include: 

• Build  its  market  identity  and  credibility 

• Recruit  and  deploy  top-quality  network 
professionals 

• Compete  against  estabhshed  players  in  the 
enterprise  networking  environment 


Parent  Company 

Bell  Atlantic  Corporation 
1717  Arch  Street 
Philadelphia,  PA  19103 
Phone:  (215)  963-6000 
Revenue:  $13,791,400,000  (12/94) 
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BellSouth  Corporation 


Chairman,  President 
& CEO:  John  L.  Clendenin 

Vice  Chairman 

& COO:  F.  Duane  Ackerman 

1155  Peachtree  Street,  N.E. 

Atlanta,  GA  30309-3610 

Phone:  (404)  249-2000 


Status:  Public 

Employees;  89,544  (9/30/95) 

Revenue,  FYE  12/31/94;  $16,845,000,000 

Revenue,  9 mo.  ending  9/30/95  $13,221,200,000 


Key  Points 

• BellSouth  is  the  largest  of  the  seven  Bell 
holding  companies  formed  at  the  divestiture 
of  AT&T  in  1984. 

• During  1994,  BellSouth  achieved  record 
earnings  of  $4.35  per  share  and  net  income 
of  more  than  $2. 1 billion,  a 145%  increase 
over  the  previous  year. 

• The  company  continues  to  undergo  staff 
reductions  and  streamhning  efforts  initiated 
during  1993  in  order  to  serve  its  customers 


more  effectively  and  reduce  costs.  Employee 
reductions  were  3,900  in  1994  and  1,300  in 
1993.  In  May  1995,  BellSouth  announced 
that  it  expected  to  reduce  its  work  force  by 
14,000  to  16,000  jobs  over  the  next  two 
years  in  order  to  position  the  company 
aggressively  in  the  competitive 
telecommunications  environment. 

• BellSouth  plans  to  expand  into  the  fast- 
growing area  of  video  programming  through 
a joint  venture  with  Walt  Disney  Company, 
Ameritech,  GTE  and  SBC  Communications 
that  will  develop,  market  and  dehver  video 
programming  to  consumers. 

• BellSouth  continues  to  expand  its 
international  operations  for  cellular  and 
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mobile  data  services  in  the  Asia/Pacific 
region,  South  America  and  Europe. 

• Revenues  from  services  provided  to  AT&T, 
BellSouth’s  largest  customer,  contributed 
approximately  11%,  14%  and  14%  of  1994, 
1993,  and  1992  operating  revenues, 
respectively. 

Company  Description 

BellSouth  provides  a range  of 
telecommunications  services  and 
communications  systems  and  products 
through  two  wholly  owned 
subsidiaries — ^BellSouth  Telecommunications, 
Inc.  and  BellSouth  Enterprises,  Inc. 

The  company  provides  local  and  toll 
telecommunications  services,  access  services, 
bdling  and  collection  services,  operator 
services,  directory  advertising  and  pubhshing, 
domestic  and  international  cellular  telephone 
and  paging  services,  and  broadband  services. 
BellSouth  also  sells  and  maintains  customer 
premises  equipment. 

• With  $34  mdlion  in  assets,  BellSouth  is  the 
largest  of  the  BeU  companies. 

• With  more  than  20  million  access  lines  in 
service,  BellSouth  has  the  largest  domestic 
customer  base. 

• BellSouth  has  a strong  wireless  presence  in 
the  U.S.,  serving  more  than  two  million 
cellular  and  1.6  million  paging  customers. 

• BellSouth  has  expanded  its  presence 
internationally,  providing  or  developing 
communications  services  in  17  countries  on 
five  continents. 

• BellSouth  is  the  nation’s  largest  publisher  of 
Yellow  Pages  directories. 


• The  company  plans  to  aggressively  pursue  a 
corporate  strategy  of  expanding  its  offerings 
beyond  traditional  businesses.  Such  new 
offerings  may  include  information  services, 
interactive  communications  and  cable 
television  and  other  entertainment  services. 

During  1993,  BellSouth  announced  plans  for  a 
restructuring  to  redesign  and  streamline  the 
fundamental  processes  and  work  activities  in 
BellSouth  Telecommunications’  telephone 
operations  to  better  respond  to  an 
increasingly  competitive  business 
environment. 

• The  ongoing  restructuring  is  expected  to 
improve  overall  responsiveness  to  customer 
needs,  permit  more  rapid  introduction  of 
new  products  and  services  and  reduce  costs. 

• As  part  of  the  restructuring,  BellSouth  is 
consolidating  and  centralizing  its  operations 
and  is  establishing  a single  point  of  contact 
and  accountability  for  the  receipt,  analysis 
and  resolution  of  customer  installation, 
repair  activities  and  service  activation.  The 
plan  includes  consolidating  288  operations 
centers  into  80  locations  and  a reduction  in 
data  management  centers  supporting 
company  operations  from  11 

to  6. 

• The  original  plan  included  a reduction  in  the 
company’s  work  force  of  approximately 
10,200  employees  by  the  end  of  1996 
through  normal  attrition,  transitional 
programs,  other  voluntary  options  and 
involuntary  separations.  The  work  force 
was  reduced  by  1,300  employees  in  1993  and 
3,900  employees  in  1994,  and  an  estimated 
5,000  jobs  are  planned  to  be  eliminated  in 
1995. 
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• In  May  1995,  BellSouth  announced  that  it 
expects  to  reduce  its  work  force  by  14,000  to 
16,000  jobs  over  the  next  two  years,  having 
identified  an  addition  9,000  to  11,000 
reductions. 

Organization  and  Structure 

BeUSouth’s  organizational  structure  is  shown 
in  Exhibit  A and  includes  the  following 
principal  units: 

• BellSouth  Telecommunications,  Inc.  (BST), 
headquartered  in  Atlanta,  provides 
telecommunications  services  within  the 
BellSouth  region.  BST  does  business  as 
Southern  Bell  in  Florida,  Georgia,  North 
Carohna  and  South  Carohna  and  as  South 
Central  BeU  in  Alabama,  Kentucky, 
Louisiana,  Mississippi  and  Tennessee. 

• BellSouth  Enterprises,  Inc.  comprises  three 
major  business  groups — ^Mobile  Systems 
(wireless  communications).  Broadband 
(broadband  interactive  network  services) 
and  Advertising  and  Publishing  (advertising 
sales  and  pubhcation  of  Yellow  Pages  and 
telephone  directories). 

• BellSouth  International  is  responsible  for 
BeUSouth’s  operations  and  business 
development  outside  the  U.S. 

The  activities  of  BellSouth’s  various  units  are 
summarized  in  the  Key  Products  and  Services 
section  of  this  report. 

Company  Strategy 

BellSouth’s  mission  statement  is  to  be  a 
preeminent  global  provider  of  voice,  data  and 
video  services  in  the  communications 
industry. 


The  company  offers  three  strategies  as 
follows: 

• In-Region  Strategy — ^To  continue  to  be  the 
leading  communications  company  in  its 
nine-state  Southeastern  region;  building  on 
its  customer  base,  brand  name,  network  and 
distribution  channels;  and  to  evolve  into  a 
full-service  multimedia  company 

• Domestic  Wireless  Strategy — ^To  grow  this 
business  profitably  within  and  outside  the 
company’s  nine-state  region,  including 
personal  communications  services  and 
residential  interactive  services 

• International  Strategy — To  continue  to  grow 
existing  operations  and  expand  into  new 
markets  and  related  network  services.  The 
company’s  international  geographic  focus  is 
Latin  America,  Europe  and  the  Pacific  Rim. 
Lines  of  business  include  wireless,  with 
recent  expansion  into  fixed  network 
opportunities,  including  long-distance. 

Financials 

BellSouth’s  1994  revenue  reached  $16.84 
bilhon,  a 6%  increase  over  1993  revenue  of 
nearly  $15.9  billion.  Net  income  reached 
$2.16  billion,  up  more  than  145%  from  net 
income  of  $880. 1 million. 

• Results  for  1993  include  a charge  of  nearly 
$1.14  bilhon  related  to  restructuring 
BellSouth’s  telephone  operations. 

• A five-year  financial  summary  appears  on 
page  5. 
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Exhibit  A 

BellSouth  Corporation  Organization  Structure 


BellSouth  Corporation 


BeliSouth  Teiecommunications 

BellSouth  Enterprises 

BellSouth  International 

• Consumer  Operations 

- Consumer  Services 

- Small  Business  Services 

- BellSouth  Business  Services 

BellSouth  Advanced  Networks 
BellSouth  Communications 
Systems 
Dataserv 

BellSouth  Financial  Solutions 
BellSouth  Network  Solutions 

- Interconnection,  Public,  AIN 

and  Operator  Services 

• Network  and  Technology 

• Regulatory  and  External  Affairs 

• Services 

- Human  Resources  & Benefits 

Administration 

- Property,  Procurement  & 

Service  Management 

- Information  Systems 

• Mobile  Systems  Group 

- BellSouth  Cellular  Corp. 

BellSouth  Mobility  Inc. 
American  Cellular 
Communications  Corp. 

- BellSouth  Wireless,  Inc. 

- BellSouth  Personal 

Communications,  Inc. 

- Mobile  Communications  Corp. 

of  America 

- BellSouth  Mobile  Data,  Inc. 

• Broadband  Group 

- BellSouth  Interactive  Media 

Services 

• Advertising  and  Publishing  Group 

- BeliSouth  Advertising  & 

Publishing  Corp. 

InfoVentures  of  Atlanta 

- The  Berry  Company 

- Stevens  Graphics 

- Intelligent  Media  Ventures 

• Abiatar  S.A.  (Uruguay) 

• Beijing  Ji  Tong-BellSouth  (China) 

• BellSouth  Celular  S.A.  (Chile) 

• BellSouth  Chile  S.A. 

• BellSouth  International,  Inc. 

• BellSouth  New  Zealand 

• BellSouth  Shanghai  Centre, 

Ltd.  (China) 

• Cellcom  Israel  Ltd. 

• Compania  del  Radio- 

comunicaciones  Moviles  S.A. 
(Argentina) 

• DMT  Dansk  MobilTelefon  I/S 

(Denmark) 

• E-Plus  Mobilfunk  GmbH 

(Germany) 

• Optus  Communications  Pty.  Ltd. 

(Australia) 

• Skycell  Communications  Private 

Limited  (India) 

• TCIL  BellSouth,  Ltd.  (India) 

• Telcel  Celular,  C.A.  (Venezuela) 
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BellSouth  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$16,844.5 

$15,880.3 

$15,201.6 

$14,445.5 

$14,345.4 

• Percent  change  from 
previous  year 

6% 

4% 

5% 

1% 

2% 

Income  before  taxes 

$3,402.7 

$1,605.7 

$2,591.9 

$2,260.3 

$2,409.2 

• Percent  change  from 
previous  year 

(a) 

(38%) 

15% 

(6%) 

(2%) 

Net  income 

$2,159.8 

$880.1 

$1,617.7 

$1,471.5 

$1,631.5 

• Percent  change  from 
previous  year 

145% 

(a) 

(46%) 

10% 

(10% 

(6%) 

Earnings  (loss)  per  share 

$4.35 

$1.77 

$3.30 

$3.04 

$3.38 

• Percent  change  from 
previous  year 

146% 

(a) 

(46%) 

9% 

(10%) 

(7%) 

(a)  Includes  a restructuring  charge  of  $1, 136.4  million,  which  reduced  net  income  by  $696.6  million  ($1.40  per 
share). 


Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1995  reached  $13.12  bilhon,  a 
5%  increase  over  $12.45  bilhon  for  the  same 
period  in  1994.  Net  losses  of  $1.07  bilhon  for 
the  period  include  one-time  charges  of  more 
than  $2.7  bilhon  related  to  BehSouth 
discontinuing  the  accounting  method 
traditionally  used  by  regulated  telephone 
companies  and  $15.8  milhon  for  debt 
refinancing. 

Revenue  Analysis  by  Product/ Service 

Approximately  72%  of  BellSouth’s  1994 
revenue  was  derived  from  network  and 
related  services,  9%  from  directory 


advertising  and  publishing,  12%  from 
wireless  communications  and  7%  from  other 
services. 

• Other  services  primarily  include  billing  and 
collection  services  provided  by  BehSouth 
Telecommunications,  computer  premises 
equipment  sales  and  maintenance  services, 
provision  of  parts  and  maintenance  services 
for  computer  equipment  and  services 
provided  by  BellSouth  Enterprises’ 
subsidiaries  other  than  wireless  and 
directory  publishing  and  advertising. 

• A three-year  summary  of  source  of  revenue 
by  product/service  follows: 
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BellSouth  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent  of 
Total 

Network  and  related  services 
- Local  service 

$6,863.1 

41% 

$6,577.3 

41% 

$6,236.0 

41% 

- Interstate  access 

3,127.2 

19% 

2,991.2 

19% 

2,945.6 

19% 

- Intrastate  access 

908.3 

5% 

881.9 

6% 

871.8 

6% 

- Toll 

1,190.1 

7% 

1,219.5 

8% 

1,248.8 

8% 

Directory  advertising  and  publishing 

1,556.0 

9% 

1,515.4 

9% 

1,459.8 

10% 

Wireless  communications 

2,066.3 

12% 

1,553.4 

10% 

1,195.6 

8% 

Other  services 

1,133.5 

7% 

1,141.6 

7% 

1,244.0 

8% 

Total 

$16,844.5 

100% 

$15,880.3 

100% 

$15,201.6 

100% 

Market  Financials 

BellSouth  derives  its  revenue  from 
residential,  business  and  government 
customers  and  other  telecommunications 
companies. 

Geographic  Markets 

Virtually  all  of  BeUSouth’s  revenue  is 
derived  from  the  U.S.  Operations/ 
partnerships  outside  the  U.S.  are  accounted 
for  under  the  equity  method  and  are  not 
included  in  revenue. 

Acquisitions 

In  July  1994,  BellSouth  acquired  RAM 
Broadcasting  Corporation’s  (RBC’s)  50% 
interest  in  the  paging  segment  of  an 
investment  formerly  jointly  owned  by 
BellSouth  and  RBC,  thereby  giving 
BellSouth  a 100%  interest  in  the  entity. 

In  December  1993,  BellSouth  increased  its 
ownership  interest  in  TelCel  Cellular 


C.A. — a cellular  telephone  company 
providing  services  to  all  major  cities  in 
Venezuela — ^from  44%  to  53.26%.  BellSouth 
accounts  for  its  investment  in  TelCel  using 
the  equity  method. 

Divestitures 

During  the  third  quarter  of  1995,  BellSouth 
announced  an  agreement  to  sell  its  paging 
assets  for  $945  milhon  in  cash.  The  deal  is 
expected  to  close  in  early  1996.  BellSouth 
plans  to  continue  to  offer  its  customers 
paging  services  through  reseller 
agreements. 

In  December  1994,  BellSouth  reached  an 
agreement  with  ALLTEL  Corporation  to 
dispose  of  all  or  controlling  interests  in 
cellular  properties  serving  the  Carolinas, 
contingent  upon  its  being  awarded  a PCS 
hcense  for  that  area. 
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In  November  1994,  BellSouth  sold  its  4% 
interest  in  a company  providing  cellular 
service  in  France,  recording  a $40.1  million 
gain. 

In  1994,  BellSouth  Communications 
Systems,  Inc.,  (a  wholly  owned  subsidiary) 
sold  its  customer  premise  equipment  sales 
and  service  operations  outside  its  nine-state 
region  service  by  BellSouth 
Telecommunications  to  WilTel 
Communications  Systems,  Inc. 

In  January  1994,  BellSouth  disposed  of  its 
36%  interest  in  the  cellular  telephone 
business  in  Guadalajara,  Mexico.  As  a 
result,  a gain  of  $67.5  miUion  was 
recognized. 

Employees 

As  of  December  31,  1994,  BellSouth  had 
approximately  92, 100  employees,  compared 
to  95,100  employees  in  December  1993  and 
97,100  employees  in  December  1992. 

As  of  September  30,  1995,  the  company  had 
89,544  employees. 

Key  Products  and  Services 

BellSouth  offers  a range  of 
telecommunications  and  network  services 
and  products  as  described  below. 

BellSouth  Telecommunications,  Inc.  (BST) 

BTI,  with  headquarters  in  Atlanta,  provides 
telecommunications  services  within  the 
BellSouth  region.  BST  services,  in  the 
aggregate,  approximately  67%  of  the 
population  and  50%  of  the  territory  within 
Alabama,  Florida,  Georgia,  Kentucky, 
Louisiana,  Mississippi,  North  Carolina, 
South  Carolina  and  Tennessee. 

BST  does  business  as  Southern  Bell  in 
Florida,  Georgia,  North  Carohna  and  South 


Carohna  and  as  South  Central  Bell  in 
Alabama,  Kentucky,  Louisiana,  Mississippi 
and  Tennessee.  These  companies  service 
more  than  20  million  local  telephone  lines 
and  provide  local  exchange  and  intraLATA 
long-distance  services. 

BST  is  organized  into  four  groups  as  follows: 

• The  Customer  Operations  group  is 
responsible  for  all  marketing  and  sales 
functions  within  BST,  including  market 
planning,  product  development, 
advertising,  promotions,  sales  and  service. 
It  consists  of  four  large  operating  units 
designed  to  serve  each  of  BST’s  key 
market  segments. 

- Consumer  Services,  the  largest  of  the 
units,  serves  more  than  14  milhon 
residential  access  lines.  Of  the  four 
units.  Consumer  Services  is  the  biggest 
contributor  to  BST’s  revenues  through 
local  and  access  service,  intraLATA  toll 
and  value-added  services  such  as 
TouchStar©  and  MemoryCall®. 

- Small  Business,  customers  with  one  to 
six  hnes,  has  more  than  1.2  million 
customers  throughout  the  region.  This 
unit  uses  a consultative  approach  to 
provide  communications  services  for  its 
customers. 

- BellSouth  Business  Systems  (BBS)  is  a 
subsidiary  of  BST  that  serves  large 
business  customers  with  seven  or  more 
lines,  providing  a single  point  of  contact 
for  sales  and  customer  service.  BSS  also 
includes  the  following  five  companies: 

• BellSouth  Advanced  Networks 
develops  customized  network  solutions 
for  the  apphcation  of  shared  pubhc  and 
private  hybrid  network  infrastructure. 
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enabling  platform  capabilities  and 
professional  services. 

• BellSouth  Communication  Systems 
provides  customer  premises 
equipment,  such  as  fully  integrated 
voice  and  data  telephone  systems, 
computerized  key  telephone  systems, 
telecommunications  management 
computers  and  related  peripheral 
devices. 

• Dataserv  is  an  independent  service 
organization  providing  technology 
support  solutions  in  the  desktop, 
network  and  retail  technology  markets. 
Services  include  hardware 
maintenance,  software  support,  help 
desk,  network  support  and  technology 
deployment.  Dataserv  reported  1994 
revenue  of  $140  million  and  has  a head 
count  of  approximately  1,400 
employees. 

• BellSouth  Financial  Services  is  a 
leasing  company  that  finances  the 
integrated  solutions  offered  by 
BellSouth. 

• BellSouth  Network  Solutions  was 
estabhshed  in  August  1994.  This  unit 
focuses  primarily  on  the  LAN 
interconnection  market  for  complex 
business  customers,  providing 
consulting  and  project  management 
services. 

- The  Interconnection,  Public  AIN  and 
Operator  Services  unit  serves  BST’s 
largest  customers,  the  interexchange 
carriers,  as  well  as  public  pay  phone 
customers  and  operator  services.  This 
unit  also  includes  the  Advanced 
IntelHgent  Network  (AIN)  services 
group. 


• The  Network  and  Technology  group 
manages  the  network  operations  of  BST 
across  the  nine-state  region. 

• Regulatory  and  External  Affairs  pursues 
regulatory  actions. 

• The  Services  Group  includes  a number  of 
support  functions,  including  human 
resources  and  benefits  administration; 
property,  procurement  and  services 
management;  and  information  systems 
operations. 

BST  has  announced  the  largest  geographic 
deployment  of  ISDN  in  the  nation.  More 
than  75%  of  BST  customers  throughout  the 
nine-state  region  have  access  to  this  all- 
digital  network. 

BellSouth  Enterprises 

BellSouth  Enterprises  consists  of  three 
major  business  groups — ^Mobile  Systems, 
Broadband  and  Advertising  and  Publishing. 

Mobile  Systems  provides  wireless 
communications  services  regionally  and 
nationally  through  its  cellular  paging  and 
mobile  data  operations. 

• BellSouth  Cellular  Corp.  provides  cellular 
service  to  more  than  2. 1 million  customers 
(on  an  equity  basis)  through  its  two 
subsidiaries — ^BellSouth  Mobility  (the 
largest  cellular  carrier  in  eight 
Southeastern  states)  and  American 
Cellular  Communications  Corporation 
(providing  cellular  services  in  Los  Angeles, 
Houston,  Milwaukee,  Indianapolis  and 
other  major  markets  throughout  the  U.S.). 
Simon™  was  the  first  commercially 
available  handheld  personal 
communicator  on  the  market. 

• Mobile  Communications  Corporation  of 
America  (MobileComm)  provides  wireless 
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messaging  services  in  markets  nationwide. 
With  more  than  1.6  million  pagers  in 
service,  MobileComm  provides  service 
throughout  all  50  states,  Canada,  Puerto 
Rico  and  the  Virgin  Islands.  Pagers  are 
marketed  through  more  than  14,000  retail 
outlets  across  the  U.S. 

• BellSouth  Wireless  provides  long-term 
strategic  planning  for  BellSouth’s  wireless 
business. 

• BellSouth  Personal  Communications,  Inc. 
is  building  PCS  networks  and  will  provide 
PCS  service  to  nearly  12  million  potential 
customers  in  the  Carolinas  and  East 
Tennessee.  The  company  is  also  pursuing 
additional  PCS  Hcenses  in  the  Southeast 
through  partnerships  and  FCC  auctions. 

• BellSouth  Mobile  Data  operates  or  has 
interests  in  mobile  data  networks  in  the 
U.S.  as  well  as  overseas.  Mobile  data 
networks  are  operational  or  under 
development  in  the  U.S.,  the  U.K., 
Austraha,  Belgium,  the  Netherlands, 
France,  Germany  and  Singapore. 

- BellSouth  and  RBC  have  formed  a 
business  (RAM  Mobile  Data)  to  own  and 
operate  certain  mobile  data 
communications  networks  worldwide. 
These  networks  enable  mobile 
apphcations,  such  as  computer-aided 
dispatch,  electronic  mail,  transaction 
processing  and  remote  data  entry  and 
retrieval.  They  can  also  be  used  for  fixed 
applications  such  as  credit  card 
vahdation  and  telemetry.  The  RAM 
networks  cover  the  top  100  metropohtan 
markets  and  90%  of  the  urban  U.S 
business  population. 

- Mobile  Trader^^  is  a new  RAM  service 
from  USEMCO  Technologies  that 
enables  subscribers  to  receive  real-time 


quotes  on  stock,  option  and  futures 
markets  as  well  as  to  execute  trades 
wirelessly. 

BellSouth’s  Broadband  Group  is  responsible 
for  the  long-term  strategic  development  of 
broadband  interactive  network  services. 

The  group  is  developing  the  technical  and 
marketing  platforms  for  broadcast 
entertainment  and  interactive  services  and 
is  working  with  information  services 
providers  to  develop  programming. 

• The  North  Carolina  Information  Highway 
(NCIH),  developed  by  BellSouth  and 
several  other  telecommunications  partners 
for  the  state  of  North  Carolina,  is  the 
world’s  first  broadband  multimedia 
network  of  significant  scale.  This  SONET- 
based/ATM-switched  network  wfil  serve 
hundreds  of  pubhc  sites,  including  schools, 
universities,  community  colleges,  prisons 
and  government  facilities.  In  early  1995, 
BST  filed  a tariff  to  make  the  ATM  and 
SONET  capabilities  of  the  NCIH  available 
to  business  customers  throughout  the 
state. 

• BellSouth  also  belongs  to  a consortium 
that  will  develop  a highway  similar  to 
NCIH  in  Kentucky. 

• BellSouth  has  earmarked  about  $500 
million  over  the  next  two  years  to  develop 
targeted  broadband  solutions  for  business 
customers. 

• In  mid- 1995,  BellSouth  commenced  a 
residential  broadband  trial  in  the  Atlanta 
area.  The  trial  will  reach  12,000  homes, 
delivering  traditional  one-way  broadcast 
entertainment;  customer-controlled 
programs  such  as  movies  on  demand; 
interactive  two-way  video,  including  video 
games;  enhanced  computer  and 
communications  services;  and 
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transactional  services,  such  as  home 
shopping. 

BellSouth  Advertising  & Publishing 
Corporation  (BAPCO)  markets  and 
publishes  Yellow  Pages  advertising  and 
white  pages  directories  for  BellSouth’s 
Southern  Bell  and  South  Central  BeU 
telephone  operations. 

• The  Berry  Company  markets  and 
pubhshes  Yellow  Pages  directories  as  an 
independent  sales  agent  for  BAPCO  and 
approximately  200  independent  telephone 
companies. 

• Stevens  Graphics  produces  and  prints 
telephone  directories  for  BAPCO.  In 
addition,  Stevens  prints  directories  and 
catalogs  for  other  unaffihated  companies. 

• Intelligent  Media  Ventures  is  focused  on 
database  and  software  development  aimed 
at  linking  consumers  with  the 
marketplace. 

• InfoVentures  of  Atlanta  is  a joint  venture 
between  BAPCO  and  Cox  Newspapers  to 
trial  pay-per-call  services  in  the  Atlanta 
market  using  511.  Services  include 
electronic  Yellow  Pages,  electronic 
classifieds,  and  consumer  news  and 
information. 

BellSouth  International  (BSI) 

BSl  is  responsible  for  BellSouth’s  operations 
and  business  development  outside  the  U.S. 

BSFs  business  development  activities  are 
focused  on  wireless  as  well  as  fixed  network 
and  long-distance  operations.  Principal 
operations  are  in  Latin  America,  Europe  and 
the  Asia/Pacific  region. 

Outside  the  U.S.,  BellSouth  owns  interests 
in  consortiums  that  hold  licenses  for  and  are 


building  and/or  operating  cellular  telephone 
systems  in  Argentina,  Australia,  Denmark, 
Germany,  Israel,  New  Zealand,  Uruguay 
and  Venezuela. 

BellSouth  Celular  S.A.  is  a 100%  BellSouth- 
owned  subsidiary  that  provides  cellular 
services  in  Chile. 

BellSouth  Chile  S.A.  is  a wholly  owned  unit 
of  BellSouth  that  operates  a domestic  and 
international  long-distance  network  in 
Chile. 

BellSouth  is  a partner  in  mobile  data 
businesses  being  developed  in  Australia, 
Belgium,  France,  Germany,  the 
Netherlands,  Singapore  and  the  U.K. 

BellSouth  is  a 24.5%  participant  in  Optus, 
an  international  consortium  that  provides  a 
range  of  telecommunications  services  in 
Australia,  including  domestic  and 
international  long-distance,  cellular  and 
personal  communications  and  all  forms  of 
private  fine  and  business  network  services. 

BellSouth  is  providing  a range  of  voice  and 
data  communications  equipment  and 
services  to  Shanghai  Centre,  one  of  China’s 
largest  multiuse  real  estate  projects. 

In  January  1994,  BellSouth  signed  a joint 
venture  agreement  with  Ji  Tong,  an 
operating  company  of  China’s  Ministry  of 
Electronic  Industries  to  contract 
telecommunications  and  information 
network  projects,  including  providing 
network  planning,  design,  and  engineering 
services,  as  well  as  software  and  hardware 
systems  integration. 

BellSouth  has  signed  a memorandum  of 
understanding  with  China  United 
Telecommunications,  Ltd.  to  provide 
planning  and  consultation  services  in  the 
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development  of  long-distance  and  wireless 
networks  in  China’s  fastest  growing  areas. 

BellSouth  and  Telecommunications 
Consultants  India  Limited  have  jointly 
formed  TCIL  BellSouth,  Ltd. — an  India- 
based  software  company  that  develops 
software  products  and  services  for  the 
telecommunications  industry. 

Marketing  and  Sales 

BellSouth  markets  its  products  and  services 
through  a direct  sales  force  and  through 
various  alhances. 

Alliances/Investments 

BellSouth  has  a joint  venture  with 
Ameritech,  SBC  Communications,  GTE  and 
Walt  Disney  to  develop,  market  and  dehver 
traditional  and  interactive  video 
programming  services  to  consumers. 

BeUSouth’s  equity  method  investments 
primarily  include  various  partnerships  in 
domestic  cellular  properties,  mobile  data 
communications,  investments  in 
international  cellular  properties  and  other 
international  communications  consortiums. 
Earnings  (losses)  related  to  investments 
accounted  for  under  the  equity  method  were 
$(109.8  miUion)  in  1994,  $11  million  in  1993 
and  $76.7  million  in  1992. 

Domestic  Cellular 

BellSouth’s  domestic  cellular  investments 
consist  primarily  of  a 60%  noncontrolling 
financial  interest  in  the  Los  Angeles 
Cellular  Telephone  Company  and  a 43.8% 
interest  in  the  Houston  Cellular  Telephone 
Company. 

Mobile  Data  Communications 

In  January  1992,  BellSouth  and  RBC 
formed  an  investment  to  own  and  operate 
certain  mobile  data  communications 


networks  worldwide  as  well  as  certain 
ceUular  and  paging  operations  in  the  U.S. 

• The  mobile  data  portion  of  the  investment 
gives  BellSouth  a 49%  interest  in  the  U.S. 
mobile  data  operations,  which  is  owned  by 
RBC  and  various  interests  in  foreign 
mobile  data  operations  ranging  from  5%  to 
90%. 

• In  July  1994,  BellSouth  acquired  RBC’s 
50%  interest  in  the  paging  segment  of  the 
investment,  giving  BellSouth  100%. 

BellSouth  is  a 24.5%  participant  in  Optus, 
an  international  consortium  that  provides  a 
range  of  telecommunications  services  in 
Austraha,  including  domestic  and 
international  long-distance,  cellular  and 
personal  communications  and  all  forms  of 
private  fine  and  business  network  services. 

BellSouth  is  approximately  a 21% 
participant  in  the  E-Plus  Mobilfunk 
consortium,  which,  during  1993,  became  the 
successful  bidder  for  the  second  private 
German  GSM  PCN  license. 
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Key  Points 


• BellSouth  is  the  largest  of  the  seven  Bell  holding  companies  formed 
at  the  divestiture  of  AT&T  in  1984. 

• The  company  has  undergone  staff  reductions  and  streamlining 
efforts  as  part  of  a plan  for  productivity  gains  and  long-term  cost 
control.  Early  retirement  programs  put  into  effect  in  1991  reduced 
management  ranks  by  more  than  4,000,  or  15%. 

• Effective  January  1,  1992,  the  company  merged  three  former 
entities-Southern  Bell,  South  Central  Bell,  and  BellSouth  Services- 
into  one  company,  BellSouth  Telecommunications. 

• Effective  June  1991,  BellSouth 's  domestic  cellular  operations 
became  managed  as  one  unit  under  a newly  created  company  called 
BellSouth  Cellular  Corp. 

• In  October  1991,  BellSouth  signed  a definitive  agreement  with  RAM 
Broadcasting  Corporation  to  form  a business  venture  that  will  own 
and  operate  certain  mobile  data  communications  networks 
worldwide,  as  well  as  certain  cellular  and  paging  operations  in  the 
U.S.  BellSouth  has  agreed  to  provide  more  than  $300  million  in 
equity  funding  to  the  venture. 

• In  May  1992,  BellSouth  announced  a new  data  business  unit-Data 
Bubble-to  offer  frame-relay  service  and  switched  multimegabit  data 
service  (SMDS)  throughout  BellSouth's  nine-state  region.  The 
services  will  first  be  available  in  four  metropolitan  areas-Atlanta, 
Charlotte,  Miami,  and  Nashville. 


October  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  12 


BELLSOUTH  CORPORATION 


INPUT 


BellSouth  is  a holding  company  with  two  major  operating  subsidiaries. 

• BellSouth's  operating  telephone  company  subsidiary,  Bell 
Telecommunications,  Inc.,  has  83,000  employees  and  primarily 
provides  local  exchange  and  toll  communications  services  within  38 
court-defined  geographic  areas  (Local  Access  and  Transport  Areas 
or  LATAs)  and  provides  network  access  services  to  enable 
intraLATA  communications  using  the  long-distance  facilities  of 
interexchange  carriers. 

• BellSouth  Enterprises,  Inc.,  another  wholly-owned  subsidiary  with 
more  than  12,000  employees,  operates  businesses  providing  domestic 
and  international  wireless  communications  services  and  directory 
advertising  and  publishing  services  and  products. 


BellSouth's  total  1991  revenue  reached  over  $14.44  billion,  a 1% 
increase  over  1990  revenue  of  $14.34  billion.  Net  income  declined 
10%,  from  $1.63  billion  in  1990  to  $1.47  billion  in  1991.  A five-year 
financial  summary  follows: 


BELLSOUTH  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$14,445.5 

$14,345.4 

$13,996.3 

$13,596.9 

$12,229.9 

from  previous  year 

1% 

2% 

3% 

11% 

N/A 

Income  before  taxes 
and  extraordinary  items 
• Percent  increase 

$2,260.3 

$2,409.2 

$2,452.7 

$2,431.0 

$2,700.9 

(decrease)  from 
previous  year 

(6%) 

(2%) 

1% 

(10%) 

N/A 

Net  income 

$1,471.5 

$1,631.5 

$1,741.1 

$1,665.5 

$1,644.8 

• Percent  increase 
(decrease)  from 

(a) 

previous  year 

(10%) 

(6%) 

5% 

1% 

N/A 

Earnings  per  share 
• Percent  increase 

$3.04 

$3.38 

$3.64 

$3.51 

$3.46 

(decrease)  from 
previous  year 

(10%) 

(7%) 

4% 

1% 

N/A 

(a)  Includes  a one-time  charge  of  $35.4  million  from  the  cumulative  effect  of  the  method  of  accounting 
for  certain  third-party  cellular  service  sales  commissions. 
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In  August  1992,  BellSouth  and  RAM  Broadcasting  Corporation 
finalized  an  agreement  to  form  RAM  Mobile  Data  USA,  a business 
venture  that  will  own  and  operate  certain  mobile  data  communications 
networks  worldwide,  as  well  as  certain  cellular  and  paging  operations  in 
the  U.S. 

• BellSouth  has  agreed  to  provide  more  than  $300  million  in  equity 
funding  to  the  venture. 

• The  mobile  data  portion  of  the  transaction,  which  closed  in  January 
1992,  gives  BellSouth  a 49%  interest  in  the  U.S.  mobile  data 
operations  (which  will  continue  to  be  operated  by  RAM)  and  a 90% 
interest  in  all  foreign  mobile  data  operations  except  the  U.K.,  where 
BellSouth  has  a 35%  ownership  interest. 

• The  RAM  agreement  also  encompasses  certain  specific  radio  paging 
and  cellular  assets  in  the  U.S.  The  paging  organization,  a limited 
partnership  called  RAM/BSE  Paging  Co.  LP,  begins  operation  with 
more  than  330,000  customers  in  Chciago,  Cleveland,  Detroit, 
Honolulu,  Indianapolis,  Milwaukee,  Pittsburgh,  and  nearby  markets. 

• As  part  of  this  transaction,  BellSouth  will  purchase  an  additional 
26%  of  Honolulu  Cellular  Telephone  Company  from  RAM  for 
approximately  $35.0  million,  increasing  BellSouth's  total  ownership, 
including  its  ownership  through  the  venture,  to  75.5%. 

BellSouth  is  a 24.5%  participant  in  Optus  Communications  Pty.  Ltd.,  an 
international  consortium  that  has  been  selected  by  the  Australian 
government  to  build  and  operate  Australia's  second 
telecommunications  business  and  to  purchase  AUSSAT,  Australia's 
national  satellite  communications  carrier. 

• Optus  acquired  AUSSAT  in  January  1992  and  immediately  began 
construction  of  the  network.  Optus  will  offer  a range  of 
telecommunications  services,  including  switched  network  and 
enhanced  services,  wireless,  and  satellite-based  services. 

• BellSouth  expects  to  invest  up  to  $300  million  in  the  equity  of  Optus 
over  the  next  two  years. 

In  April  1992,  BellSouth  and  Dow  Jones  & Company  announced  the 
formation  of  a strategic  alliance  to  jointly  explore  new  business 
opportunities  in  the  information  services  market. 

• As  part  of  the  agreement,  the  companies  already  are  testing 
Personal  Info  Clips^’^,  a voice-based  news  service  for  cellular 
subscribers. 
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The  Reader  Service  Line^’'^,  announced  in  May  1992,  is  an 
interactive  advertising  service  that  will  be  tested  initially  by  the  Wall 
Street  Journal  and  will  give  WSJ  readers  immediate  access  to 
additional  information  about  products,  services,  and  businesses 
advertised  in  the  newspaper  via  a toll-free  800  number. 


In  April  1992,  BellSouth  Enterprises  acquired  Cooperative  Healthcare 
Networks,  Inc.  (CHN)  of  Alpharetta  (GA)  for  an  undisclosed  amount. 

• CHN  markets  automated  health  care  information  services,  including 
StatLink™,  a software  interface  that  permits  health  care  providers 
to  electronically  submit  claims  to  insurance  companies. 

• CHN  now  operates  as  a unit  of  BellSouth  Enterprises'  International 
& Business  Development  Group. 

In  January  1992,  BellSouth  Enterprises  completed  the  acquisition  of 
Atlanta-based  Scientific  Software,  Inc.  (SSI).  Terms  of  the  transaction 
were  not  disclosed. 

• SSI  specializes  in  the  development  and  application  of  complex 
network  integration  tools  used  in  various  network  management,  on- 
line transaction  processing,  and  interenterprise  networking 
applications.  It's  Network  Express*^  product  is  a dominant 
communications  platform  for  the  IBM  System  88  and  Stratus 
Computer  architectures. 

In  September  1991,  BellSouth  completed  the  acquisition  of  Graphic 
Scanning  Corporation  for  $168  million. 

• Graphic  Scanning,  based  in  Englewood  (NJ),  provided  cellular 
telephone  and  paging  services  in  the  U.S.  and  the  U.K. 

In  September  1991,  BellSouth  acquired  several  cellular  properties  in 
Indiana,  Wisconsin,  and  Illinois  from  McCaw  Cellular  Communications 
for  $361  million,  including  BellSouth's  interest  in  Rochester's  (NY) 
non-wireline  cellular  provider. 

In  March  1991,  BellSouth  acquired  from  GTE  Mobilnet  two  cellular 
partnerships  in  which  it  held  minority  interests  (Atlanta-Athens 
Limited  Partnership  and  Lexington,  Kentucky  MSA  Limited 
Partnership). 

During  1991,  BellSouth  acquired  various  other  businesses-including 
certain  domestic  minority  interests  in  cellular  and  paging  operations 
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Key  Products  and 
Services 


and  investments  in  cellular  operations  in  Argentina,  Chile,  and 
Mexico-for  a total  of  $76.7  million. 

In  1989,  BellSouth  acquired  Mobile  Communications  Corporation  of 
America  (MCCA),  a national  cellular  telephone  and  paging  company, 
for  about  $710  million. 

In  December  1990,  BellSouth  sold  the  data  processing  equipment  and 
systems  leasing  operations  of  Dataserv  Equipment,  Inc. 


As  of  December  1991,  BellSouth  had  96,084  employees,  including 
82,245  telephone  employees. 


Approximately  76%  of  BellSouth's  1991  revenue  was  derived  from 
network  and  related  services,  10%  from  directory  advertising  and 
publishing,  5%  from  wireless  communications,  and  9%  from  other 
services. 

' Other  services  primarily  include  billing  and  collection  services 
provided  by  BellSouth  Telecommunications,  computer  premises 
equipment  sales  and  maintenance  services,  provision  of  parts  and 
maintenance  services  for  computer  equipment,  and  services 
provided  by  BellSouth  Enterprises'  subsidiaries  other  than  wireless 
and  directory  publishing  and  advertising. 

A three-year  summary  of  source  of  revenue  by  service  area  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Network  and 
related  services 

- Local  service 

$5,846.2 

40% 

$5,664.6 

39% 

$5,446.7 

39% 

- Interstate  access 

2,858.1 

20% 

2,841.9 

20% 

2,801.2 

20% 

- Intrastate  access 

866.7 

6% 

911.8 

6% 

842.6 

6% 

- Toll 

1.373.7 

10% 

1.565.4 

11% 

1.628.9 

12% 

$10,944.7 

76% 

$10,983.7 

76% 

$10,719.4 

77% 

Directory  advertising 
and  publishing 

$1,426.3 

10% 

$1 ,394.2 

10% 

$1,324.4 

9% 

Wireless  communications 

$774.5 

5% 

$557.3 

4% 

$412.4 

3% 

Other 

$1,300.0 

9% 

$1,410.2 

10% 

$1,540.1 

11% 

TOTAL 

$14,445.5 

100% 

$14,345.4 

100% 

$13,996.3 

100% 

BellSouth's  organizational  structure  is  shown  in  the  exhibit  and  includes 
the  following  units: 

BellSouth  Telecommunications,  Inc.: 

BellSouth  Telecommunications,  with  headquarters  in  Atlanta  and 
Birmingham,  provides  unified  direction  and  support  for  the  local 
telecommunications  operations  of  BellSouth  in  the  southeastern  U.S. 
and  for  the  operations  of  Dataserv,  Inc.,  BellSouth  Communications 
Inc.,  and  BellSouth  Communication  Systems,  Inc. 

BellSouth  Telecommunications  does  business  as  Southern  Bell  in  North 
Carolina,  South  Carolina,  Georgia,  and  Florida,  and  as  South  Central 
Bell  in  Kentucky,  Termessee,  Alabama,  Mississippi,  and  Louisiana. 

• These  companies  serve  over  18  million  local  telephone  lines  and 
provide  local  exchange  and  intraLATA  long-distance  services. 

• The  companies  offer  ESSX^^  service  and  Digital  ESSX^  service  for 
centrex-based  office  telecommunications  in  addition  to  a full  line  of 
PBX  equipment.  A range  of  switched  and  private  line  voice  and 
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data  services,  including  Integrated  Services  Digital  Network  (ISDN)- 
based  services,  and  customer  network  management  services, 

• BellSouth  Telecommunications  serves,  in  the  aggregate,  68%  of  the 
population  and  51%  of  the  territory  within  Alabama,  Florida, 
Georgia,  Kentucky,  Louisiana,  Mississippi,  North  Carolina,  South 
Carolina,  and  Tennessee. 

BellSouth  is  co-marketing  PictureTel’s  videoconferencing  systems  in 
conjunction  with  BellSouth's  switched  digital  network  services  in 
BellSouth's  nine-state  region. 

Data  Bubble,  a new  organization  formed  in  May  1992,  plans  to 
introduced  SMDS  and  public  frame  relay  services  by  late  1992.  The 
group  is  dedicated  to  providing  high-speed  data  networks  to  its 
customers  and  will  provide  a path  to  public-switched  broadband 
networks  like  Broadband  ISDN  (BISDN). 

Dataserv,  Inc.,  headquartered  in  Eden  Prairie  (MN)  with  1,250 
employees,  maintains  and  provides  parts  for  computer  and  data 
processing  equipment  nationwide. 

• Dataserv  provides  third-party  maintenance  services  and  sells  IBM 
parts  to  other  third-party  maintenance  companies  and  end  users. 

• Dataserv  operates  in  37  U.S.  cities  and  generates  annual  revenue  of 
about  $100  million. 

BellSouth  Communications,  Inc.,  headquartered  in  Atlanta,  provides 
single  service  account  management  for  products  and  services  to 
national  accounts  and  to  the  federal  government. 

BellSouth  Communication  Systems,  Inc.,  headquartered  in  Roanoke 
(VA),  provides  integrated  voice  and  data  telephone  and  information 
management  equipment,  computerized  key  telephone  systems, 
telecommunications  management  computers,  and  related  peripheral 
devices  in  48  states. 

BellSouth  Enterprises,  Inc.: 

BellSouth  Enterprises  is  a holding  company  that  owns  and  manages 
various  unregulated  BellSouth  businesses.  These  subsidiaries  are 
organized  into  four  primary  groups-- Advertising  and  Publishing, 
International  and  Business  Development,  Mobile  Systems,  and 
Corporate  Enterprises. 
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Advertising  and  Publishing  Group  includes: 

• BellSouth  Advertising  and  Publishing  Corporation,  Atlanta  (GA): 
Directory  publishing. 

■ L.M.  Berry  and  Company,  Dayton  (OH):  Advertising  sales  agent  for 
yellow  page  directories. 

• Stevens  Graphics,  Atlanta  (GA):  Printing  services. 

• TechSouth,  Inc.,  Atlanta  (GA):  Pre-press  production  and 
photocomposition  services. 

• BellSouth's  CallNow  shopping  and  information  service:  Introduced 
during  1992,  a computer-based,  voice  messaging  and  advertising 
service  that  lets  customers  shop  with  participating  merchants. 

International  and  Business  Development  Group  includes: 

• BellSouth  International,  Inc.  (BSI),  Atlanta  (GA):  Supports 
BellSouth  international  efforts  and  develops  business  outside  the 
U.S.  BSI  has  operations,  licenses,  or  offices  in  14  countries  on  four 
continents.  During  1991,  BSI  won  the  following: 

- The  license  to  become  the  second  telecommunications  carrier  in 
Australia  and  provide  local  and  long-distance  telecommunications 
services,  mobile  and  personal  communications  services,  and 
several  private  line  and  business  network  services 

- A 20-year  license  to  provide  nationwide,  digital  cellular  service  in 
Denmark 

- A 20-year  renewable  license  to  operate  a cellular  license  in 
Venezuela 

• BellSouth  Advanced  Networks,  Inc.,  Atlanta  (GA):  Develops 
custom  networks  using  shared  public  and/or  public/private  hybrid 
networks.  BellSouth  has  developed  customized  systems  for  Covia 
and  Duke  Power. 

• BellSouth  Information  Networks,  Inc.,  Atlanta  (GA):  Provides 
network  systems  integration  support  to  other  BellSouth  Enterprises 
units,  including  advertising  and  publishing,  mobile  communications, 
and  enhanced  voice  messaging. 

• Scientific  Software,  Inc.  (SSI),  Atlanta  (GA):  Specializes  in  the 
development  and  application  of  complex  network  integration  tools 
used  in  various  network  management,  on-line  transaction  processing, 
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and  interenterprise  networking  applications  for  fault-tolerant 
systems  from  manufacturers  such  as  Stratus  and  IBM. 

- Network  Express’^  is  a high-performance,  front-end  platform 
providing  universal  connectivity  between  networks  of  dissimilar 
host  systems,  terminals,  peripherals,  applications,  and  data  bases. 

- ACCESS™  Protocols  include  standard  and  proprietary  protocols 
that  extend  the  connectivity  and  on-line  transaction  processing 
capabilities  of  front-end  systems. 

- SSI  operates  throughout  the  U.S.  and  in  1 1 countries  in  Europe 
and  the  Asia/Pacific. 

- Customers  include  VISA,  Lloyd's  of  London,  the  Philadelphia 
Stock  Exchange,  Inter-Continental  Hotels  Group,  First  Interstate 
Bank,  UNUM  Life  Insurance,  and  NaBANCO. 

• Cooperative  Healthcare  Networks,  Inc.  (CHN),  Alpharetta  (GA): 
Provides  automated  health  care  information  systems. 

- StatLink  is  a software  product  used  by  health  care  providers  to 
submit  claims  electronically,  precertify  members  and  referrals, 
and  check  member  eligibility  and  claims  status.  StatLink  services 
more  than  1,200  physicians,  a dozen  hospitals,  80  insurers,  and 
Medicare  and  Medicaid  programs  in  four  states. 

Mobile  Systems  Group  includes: 

• BellSouth  Cellular  Corp.,  Atlanta  (GA):  Manages  BellSouth's 
domestic  cellular  operations  (American  Cellular  Communications 
and  BellSouth  Mobility),  which  includes  more  than  one  million 
customers  in  more  than  48  major  markets. 

• Mobile  Communications  Corporation  of  America,  Ridgeland  (MS): 
Provides  paging  services  to  nearly  one  million  pagers  nationwide. 
The  Nationwide  Messaging  service,  introduced  in  1991,  allows 
customers  to  receive  text  messages  without  a telephone. 

■ BellSouth  Mobile  Data,  Inc.,  Atlanta  (GA):  BellSouth  has  a 49% 
interest  in  RAM  Mobile  Data  USA,  a limited  partnership  that  will 
provide  intraLATA  mobile  data  transmission  services  to  customers 
throughout  the  U.S. 

- RAM  is  already  operating  mobile  data  networks  in  about  15  U.S. 
markets  and  by  the  end  of  1992  expects  to  have  a network  that 
will  include  the  50  largest  metropolitan  areas. 
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- RAM's  mobile  data  network  provides  two-way,  packet-switched 
data  communications  between  portable  and  mobile  terminals  and 
their  base  stations/host  computers.  These  services  are  effective 
for  such  applications  as  computer-aided  dispatch,  two-way 
alphanumeric  messaging,  electronic  mail,  transaction  processing, 
remote  data  entry  and  retrieval,  and  automatic  vehicle  location. 

• BellSouth  Worldwide  Wireless  Strategy  Group,  Atlanta  (GA): 
Studies  the  market  and  technical  viability  of  new  wireless 
technologies  and  services  and  handles  international  wireless 
marketing  and  implementation. 

• In  March  1992,  BellSouth  and  Dow  Jones  agreed  to  begin  a joint 
market  test  of  Personal  Info  Clips^'^,  a voice-based  information 
service  for  cellular  telephone  subscribers  that  provides  customized, 
up-to-date  news  about  business,  the  economy,  stocks,  bonds, 
commodities,  sports,  weather,  and  various  other  issues. 

- Information  for  the  service  is  supplied  by  Dow  Jones'  Voice 
Information  Network.  BellSouth  services  as  a clearinghouse  for 
the  information  by  sorting  and  distributing  the  news  to  its  mobile 
communications  subscribers. 

Corporate  Enterprises  Group  includes  the  following: 

• BellSouth  Information  Systems,  Inc.,  Atlanta  (GA):  Provides 
information  management  services  to  other  units  of  BellSouth, 
including  consulting;  strategic  planning;  customized  software 
development;  data  processing;  office  automation  systems,  services, 
and  networks;  network  consulting  and  design;  and  policies  and 
procedures. 

• BellSouth  Financial  Services  Corporation,  Atlanta  (GA):  Provides 
leasing  and  financing  to  BellSouth  customers. 

• Sunlink  Corporation,  Atlanta  (GA):  Provides  real  estate  brokerage, 
facilities  planning,  interior  design,  and  construction  management  for 
BellSouth  units. 


BellSouth's  clients  include  residential,  business,  and  government 
customers. 
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In  the  U.S.,  revenue  is  derived  from  local  telephone  service  in  nine 
southeastern  states,  and  from  advanced  telecommunications 
equipment;  customer  premise  equipment;  cellular,  paging,  and  mobile 
data  services;  advertising;  and  publishing  in  selected  markets 
nationwide. 

BellSouth  also  has  cellular /paging/mobile  communications  customers 
in  Denmark,  France,  the  U.K.,  Switzerland,  Australia,  New  Zealand, 
China,  Argentina,  Mexico,  Chile,  Uruguay,  and  Venezuela.  BellSouth 
offices  are  also  in  Belgium,  Germany,  Hong  Kong,  and  Spain. 
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BIBLIOGRAPHIC  RETRIEVAL 
SERVICES,  INC. 

702  Corporation  Park 
Scotia,  NY  12302 
(518)  374-501  I 


Janet  Egeland,  President 
Division  of  Indian  Head  Inc. 
Total  Employees:  50 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $3-5  million* 


PRINCIPAL  BUSINESS 

Bibliographic  Retrieval  Services,  Inc.  (BRS)  has  provided  on-line  bibliographic 
data  base  services  since  its  incorporation  in  May  1976. 

BRS  was  acquired  in  October  1980  by  Indian  Head  Inc.,  a diversified  inter- 
national manufacturing  firm  headquartered  in  New  York. 


BRS  revenue  is  derived  primarily  from  remote  computing  information  retrieval 
and  private  data  base  services. 

. A small  portion  of  BRS  revenue  is  derived  from  software  product  sales. 


The  BRS  Online  Search  Service  makes  large  commercial  bibliographic  data 
bases  available  to  libraries  of  all  types.  On-line  literature  searches  are 
offered  on  an  annual  subscription  basis,  in  which  all  BRS  data  bases  may  be 
searched  for  a specified  number  of  connect  hours  per  year. 

. Annual  subscription  rates  range  from  $750  for  25  connect  hours  to 
$3,800  for  240  connect  hours.  Costs  per  connect  hour  range  from  $10 
to  $30.  These  charges  exclude  communications  and  data  base  royalty 


A listing  of  data  bases  available  on  the  BRS  system  is  presented  in  the  exhibit. 

The  following  specialized  BRS  service  offerings  are  available: 

. The  BRS  Selective  Dissemination  of  Information  (SDI)  Service  allows 
users  to  automatically  update  stored  subject  profiles  monthly  as  data 
base  updates  are  run.  An  on-line  editing  capability  allows  the  searcher 
to  make  any  necessary  changes  in  a stored  SDI  profile  without  rerunning 
the  search. 
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EXHIBIT 

BRS  DATA  BASES 


AGRiCOLA  (Agriculture) 

ALCOHOL,  USE/ABUSE 
BOWKER'S  BOOKS  IN  PRINT 
BIOSIS  PREVIEWS  (Biological  Sciences) 

BOOKS  INFO  (800,000  Books  in  Print) 

CA  CONDENSATES  (Chemistry) 

CA  SEARCH  (Chemistry) 

CATLINE  (NLM  Cataloging) 

COMPAR  (Auerbach's  Computer  Pricing) 

COMPUTER  AND  CONTROL  ABSTRACTS 
COMPENDEX 

DISSERTATION  ABSTRACTS 
DOW  JONES  NEWS 
DRUG  INFO 

ELECTRICAL  AND  ELECTRONICS  ABSTRACTS 
ENERGYLINE  (Energy  Sources) 

ENVIROLINE 

ENVIRONMENTAL  IMPACT  STATEMENTS 
ERIC  (Education) 

EXCEPTIONAL  CHILD  EDUCATION  RESOURCES 
FEDEX  (Energy) 

GPO  MONTHLY  CATALOG  (Government  Publications) 


HEALTH 

INFORM  (Business) 

MANAGEMENT  CONTENTS 
LC  MARC  (LC  Cataloging) 

MEDLARS  (Medicine,  Nursing,  Dentistry) 

MEDOC  (Government  Health  Sciences  Documents) 
NAL  SERIALS 
NARIC  (Rehabilitation) 

NEW  YORK  TIMES 

NIMIS  (Educational  Materials  for  the  Handicapped) 
NIMH  (Mental  Health) 

NTIS  (All  Areas  of  Government  Reports) 

PAIS  (Social  Sciences) 

PATSEARCH  (Patents) 

PHARMACEUTICAL  NEWS  INDEX 
PHYSICS  ABSTRACTS 
POLLUTION  ABSTRACTS 

PREDICASTS 

PSYCHOLOGICAL  ABSTRACTS 

SCIENCE  CITATION  INDEX 

SOCIAL  SCIENCE  CITATION  INDEX 

SSIE  (Physical,  Social,  Engineering  and  Life  Sciences) 
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. The  BRS  Private  Database  Service  (PDS)  is  available  for  the  creation, 
collection,  storage,  searching,  and  maintenance  of  privately  owned  data 
bases.  BRS  professional  services  are  provided  during  all  phases  of  the 
customized  data  base  development. 

. BRS/SEARCH  is  an  advanced  software  product  developed  specifically 
for  the  on-line  loading,  retrieval,  and  maintenance  of  textual  and 
numeric  data.  Variant  parameters  in  a search  request  may  be  combined 
into  a single  entry,  resulting  in  a minimum  of  separate  search  entries  by 
the  user.  The  system  is  also  sold  as  a software  package  with  a variety 
of  purchase  and  leasing  arrangements. 

. BRS  no  longer  offers  the  PDS/ I microcomputer  system.  PDS/ I was  a 
turnkey  offering  allowing  users  to  create  and  maintain  private  data 
bases  locally. 

The  following  data  bases  have  been  introduced  on  the  BRS  system  in  1981: 

PATSEARCH,  a data  base  produced  by  Pergamon  International  Informa- 
tion Corporation,  covers  over  700,000  U.S.  chemical,  electrical, 
mechanical  and  general  patents.  Patent  abstracts  describing  the 
invention  and  how  it  may  be  used  are  completely  searchable.  The  data 
base  is  updated  with  approximately  1,200  patents  weekly. 

. The  Dow  Jones  News  Database,  updated  weekly,  allows  users  to  search 
news  stories  back  to  June  1979  from  the  Wall  Street  Journal,  the  Dow 
Jones  News  Wire  Services,  and  Barron's.  Search  features  include  access 
by  company  stock  symbol,  broad  industry  or  government  codes,  and  free 
text  searching  of  headlines. 

ENERGYLINE  and  ENVIROLINE  data  bases,  produced  by  the  Environ- 
ment Information  Center,  Inc.,  cover  conference  papers,  non-serial 
publications,  government  documents,  journal  literature,  and  newspapers 
which  date  back  to  1971  and  are  updated  monthly.  ENERGYLINE 
provides  35,000  abstracts  covering  supply  and  demand,  production, 
transmission,  policy,  and  economics  of  all  major  energy  sources. 
ENVIROLINE  covers  the  resource  and  pollution  aspects  of  environ- 
mental issues  in  its  75,000  entries. 

. COMPAR,  a data  base  produced  by  The  Information  Company,  is  based 
on  Auerbach's  Information  Services  reports.  COMPAR  contains  more 
than  30,000  descriptions  and  prices  for  mainframes  and  minicomputer 
hardware,  applications  and  systems  software,  data  communications 
equipment,  terminals,  peripherals,  and  word  processing  systems. 

Projected  data  base  offerings  include: 

. Index  to  the  Code  of  Federal  Regulations. 

COMPENDEX  (Engineering  Index). 
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. Bowker's  Books  in  Print. 

BRS  online  bibliographic  retrieval  services  are  expected  to  be  made  available 
in  Japan  during  October  1981. 

INDUSTRY  MARKETS  BRS  data  bases  are  accessed  by  academic,  government,  and 
corporate  information  centers  and  libraries  in  all  industry  sectors. 

GEOGRAPHIC  MARKETS 

Clients  are  located  in  all  areas  of  the  U.S.,  Canada,  Europe,  and  the  Middle 
East. 

Branch  offices  are  located  in  Philadelphia,  PA;  Alexandria,  VA;  and  Minne- 
apolis, MN. 

COMPUTER  HARDWARE  AND  SOFTWARE 

BRS  maintains  two  IBM  370/  155s  at  its  Scotia  headquarters. 

The  network  may  be  accessed  via  direct  dial.  Tymnet,  Telenet,  and  Telenet  In- 
Wats  lines. 
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BIRMINGHAM  COMPUTER 
GROUP,  INC. 

30850  Telegraph  Road 
Suite  250 

Birmingham,  Ml  48009 
(313)  540-0640 


Charles  S.  Townsend,  President 
Private  Company 
Total  Employees;  15 
Total  Revenue,  Fiscal  Year  End 
6/30/91:  $720,000* 

‘Estimate 


The  Company  The  Birmingham  Computer  Group  (BCG)  was  formed  in  1984  from 

a consolidation  of  Phoenix  Data  Systems  and  Townsend 
Management  Systems.  BCG  provides  software  products,  consulting, 
and  implementation  services. 

• Software  products  offered  include  accounting,  order  entry, 
electronic  data  interchange  (EDI),  and  MRP  (Material 
Requirements  Planning)  applications. 

• BCG  is  privately  held  and  has  no  interconnecting  ownership. 

The  company's  strategy  is  to  focus  its  products  on  the  translation  of 
variable-to-fixed  and  fixed-to-variable  formats,  including 
communications  hookups.  BCG  offers  professional  consulting 
services  related  to  proper  interpretation,  use,  and  integration  of 
data  exchanged  using  EDI  formats. 


Key  Products  and  Approximately  90%  of  BCG’s  fiscal  1991  revenue  was  derived  from 
Services  EDI  software  products.  The  remaining  10%  was  derived  from 

accounting,  MRP,  and  bar  code  labeling  software  products. 


The  Automotive  Release  System  (ARS)  enables  suppliers  to  the 
auto  industry  to  accept,  monitor,  and  schedule  production  orders 
from  automobile  manufacturers,  with  the  added  capability  of 
scheduling  and  tracking  shipments  for  a just-in-time  (JIT)  inventory 
system.  ARS  is  available  as  a standalone  system  for 
microcomputers,  as  a front-end  processor  for  mainframes,  or  as  a 
resident  application  for  manufacturing  programs  for  Hewlett- 
Packard  HP3000,  DEC  VAX,  and  UNIX  minicomputers. 

The  DOC-U-MAP  System  is  a pure  translator  of  variable-to-fixed 
record  formats.  As  such,  it  is  applicable  to  any  industry  EDI 
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application  using  TDCC,  WINS,  UCS,  ANSI  X12,  or  EDIFACT 
formats. 

• In  addition  to  being  table-driven,  DOC-U-MAP  can  produce  up 
to  ten  different  fixed  user-defined  record  layouts  during  one 
reading  of  the  variable  input  files.  These  output  records  can  be 
defined  to  parallel  the  data  organization  of  an  existing 
application  data  base. 

• In  addition  to  reorganizing  data,  DOC-U-MAP  can  filter, 
default,  convert,  and  calculate  data  element  values.  These 
features  reportedly  remove  up  to  90%  of  the  programming  effort 
previously  required  to  integrate  the  transactions  into  an  internal 
application. 

• DOC-U-MAP  is  available  on  Hewlett-Packard,  DEC,  UNIX,  and 
PC-DOS  systems. 


BCG  targets  automotive,  mass  retail,  electronics,  aerospace,  and 
warehousing  operations. 


BCG  distributes  its  products  and  services  throughout  the  U.S., 
Canada,  and  Mexico.  The  company  plans  to  expand  further 
internationally. 

BCG  sells  both  directly  to  its  customers  and  through  its  strategic 
alliances  with  various  MRP  and  warehousing  application  providers. 
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BIRMINGHAM  COMPUTER 
GROUP,  INC. 

30850  Telegraph  Road 
Suite  250 

Birmingham,  Ml  48010 
(313)  540-0640 


Charles  S.  Townsend,  President 
Private  Company 
Total  Employees:  15 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $1,000,000 


The  Company 


The  Birmingham  Computer  Group  (BCG)  was  formed  in  1984 
from  a consolidation  of  Phoenix  Data  Systems  and  Townsend 
Management  Systems.  BCG  provides  software  products, 
consulting,  and  implementation  services. 

• Software  products  offered  include  accounting,  order  entry, 
electronic  data  interchange  (EDI),  and  MRP  (Material 
Requirements  Planning)  applications. 

• BCG  is  privately  held  and  has  no  interconnecting  ownership. 

The  company's  strategy  is  to  focus  its  products  on  the  translation 
of  variable-to-fixed  and  fixed-to-variable  formats,  including 
communications  hookups.  BCG  offers  professional  consulting 
services  related  to  proper  interpretation,  use,  and  integration  of 
data  exchanged  using  EDI  formats. 


Key  Products  and  Approximately  90%  of  BCG's  fiscal  1989  revenue  was  derived 
Services  from  EDI  software  products.  The  remaining  10%  was  derived 

from  accounting,  MRP,  and  bar  code  labeling  software  products. 

The  Automotive  Release  System  (ARS)  enables  suppliers  to  the 
auto  industry  accept,  monitor,  and  schedule  production  orders 
from  automobile  manufacturers,  with  the  added  capability  of 
scheduling  and  tracking  shipments  for  a just-in-time  (JIT) 
inventory  system.  ARS  is  available  as  a standalone  system  for 
microcomputers,  as  a front-end  processor  for  minicomputers  and 
mainframes,  or  as  a front-end  translator  for  manufacturing 
pro^ams  for  Hewlett-Packard  HP3000  and  DEC  VAX 
minicomputers. 

The  Document  Transmission  System  (DTS)  is  available  on 
Hewlett-Packard,  DEC,  and  PC-DOS  systems.  DTS  is  a pure 
translator  of  variable-to-fixed  record  formats.  As  such,  it  is 
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applicable  to  any  industry  EDI  application  using  TDCC,  WINS, 
UCS,  ANSI  X12,  or  EDIFACT  formats. 

• In  addition  to  being  table-driven,  DTS  can  produce  up  to  ten 
different  fixed  user-defined  record  layouts  during  one  reading 
of  the  variable  input  files.  These  output  records  can  be  defined 
to  parallel  the  data  organization  of  an  existing  application  data 
base. 

• In  addition  to  reorganizing  data,  DTS  can  filter,  default, 
convert,  and  calculate  data  element  values.  These  features 
reportedly  remove  up  to  90%  of  the  programming  effort 
previously  required  to  integrate  the  transactions  into  an  internal 
application. 


BCG  targets  automotive,  mass  retail,  electronics,  aerospace,  and 
warehousing  operations. 


BCG  distributes  its  products  and  services  throughout  the  U.S., 
Canada,  and  Mexico.  The  company  plans  to  expand  further 
internationally. 

BCG  sells  both  directly  to  its  customers  and  through  its  strategic 
alliances  with  ASK  Computer  Systems,  Hewlett-Packard,  Effective 
Management  Systems  (Milwaukee,  WI),  and  MDSS  (Cleveland, 
OH). 
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The  BISYS  Group,  Inc. 


Lynn  J.  Mangum 
Paul  H.  Bourke 


Chairman  and  CEO: 

President  & COO: 

150  Clove  Road 
Little  Falls,  NJ  07424 
Phone:  (201)812-8600 

Fax:  (201)812-1217 

Internet:  http://www.BISYS.com 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public  Corporation 
1,800  (6/96) 
$247,061,000 
6/30/96 


Key  Points 

• The  BISYS  Group,  Inc.  (BISYS)  is  a leachng 
national  provider  of  information  processing, 
investment  services,  image-based 
technologies,  and  outsourcing  solutions  to 
financial  institutions  and  other  companies. 

• In  mid- 1996,  BISYS  expanded  its  services 
offerings  to  the  financial  industry  with  the 
acquisition  of  Strategic  Solutions  Group,  a 
provider  of  automated  marketing  solutions 
to  financial  organizations  and  TUG,  Inc., 


which  provides  life  insurance  services  to  the 
financial  industry. 

Company  Description 

BISYS  is  a leading  third-party  provider  of 
transaction  processing  and  related  services  to 
the  financial  services  industry.  Services 
provided  include: 

• Image  and  financial  information  outsourcing 
for  more  than  600  community  banks 
nationwide 

• The  design,  administration,  and  distribution 
of  more  than  40  families  of  proprietary 
mutual  funds 

• 401(k)  marketing  support,  administration, 
and  recordkeeping  services  to  more  than 
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5,000  companies  in  partnership  with  20  of 
the  nation’s  leachng  bank  and  investment 
management  companies 

• Loan-by-phone  solutions 

• Product  pricing  research  and  marketing 
services 

• Outsourcing  services  for  the  distribution  of 
insurance  products 

BISYS  was  organized  in  August  1989  to 
acquire  certain  banking  and  thrift  data 
processing  operations  from  Automatic  Data 
Processing,  Inc.  (ADP).  Together  with  its 
predecessors,  BISYS  has  been  providing 
processing  services  for  over  25  years. 

BISYS  went  public  in  March  1992,  selling  5.5 
million  shares  of  common  stock  and 
generating  net  proceeds  of  about  S52  million. 
In  December  1992,  the  company  completed  a 
second  public  offering  of  2.4  million  common 
shares,  resulting  in  net  proceeds  of  $37.9 
million. 

Organization  and  Structure 

BISYS  is  organized  into  two  groups  as  follows: 

• BISYS  Information  Services  Group,  with 
approximately  800  employees,  provides 
image  and  data  processing  outsourcing 
services  and  pricing  analysis  to  more  than 
600  banks  nationwide.  Its  integrated  family 
of  products  is  delivered  under  the  umbrella 
of  its  single,  national  product — 
TOTALPLUS®.  TOTALPLUS  consists  of 
central-  and  client-site  applications 
integrated  to  provide  bank-wide  automation 
for  retail  and  commercial  services,  mortgage 
banking,  crecht/loan  administration, 
financial  and  marketing  management, 
management  information,  bank  operations, 
and  electronic  banking. 


• BISYS  Investment  Service  Group,  with 
approximately  1,000  employees,  designs, 
administers  and  distributes  more  than  40 
families  of  proprietary  mutual  funds 
consisting  of  more  than  400  individual 
portfolios  and  provides  401(k)  marketing 
support,  administration,  and  recordkeeping 
services  to  20  of  the  nation’s  leading  bank 
and  investment  management  companies. 

BISYS’  key  executives  are  summarized  below: 


BISYS  Key  Executives 


Name 

Title 

Lynn  J.  Mangum 

Chairman  & CEO 

Paul  H.  Bourke 

President  & COO 

Robert  J.  McMullan 

EVP  and  CFO 

J.  Robert  Jones,  Jr. 

SVP  Business  Development 

Kevin  J.  Dell 

VP,  General  Counsel  and 
Secretary 

Company  Strategy 

BISYS’  objectives  are  to  increase  the  number 
of  its  clients  and  to  expand  the  services  it 
offers  them.  To  achieve  these  objectives, 
BISYS  has  adopted  the  following  six  key 
principles: 

• Focus  on  Serving  Clien  ts.  BISYS  seeks  to 
strengthen  business  relationships  with 
clients  by  offering  new  products  and  services 
designed  to  be  technologically  advanced 
solutions  for  improving  client  performance, 
growth,  and  competitive  position  in 
changing  markets. 

• Leverage  Technological  Advancemen  ts. 
BISYS  seeks  to  maintain  its  leadership 
position  in  providing  competitive,  valued- 
added  outsourcing  solutions  through 
investment  in  new  technology  and  the 
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further  integration  of  BISYS  system 
capabilities. 

• Grow  Internally  and  Sell  Aggressively.  To 
grow  internally,  BISYS  seeks  to  sell  services 
to  new  clients  and  cross-sell  additional 
services  to  existing  clients  that  support  their 
objectives  to  retain  existing  customers  and 
attract  new  customers  from  new  markets. 
BISYS  focu.ses  its  sales  activities  on  targeted 
growing  markets. 

• Optimize  Human  Resources.  BISYS  seeks  to 
attract  and  retain  executives,  technical  staff 
and  financial  services  professionals  with  the 
expertise  required  to  explore  and  develop 
new  opportunities  that  will  sustain  its 
growth  and  market  leadership  position. 

• Exploit  Business  and  Product  Strategy. 
BISYS  seeks  to  capitalize  on  the  synergies 
among  its  business  units  and  to  acquire 
complementary  companies  that  svqDport  its 
client  relationships  and  long-term  business 
objectives. 

• Managing  Contemporary  Acquisition 
Strategy.  Strategic  acquisitions  represent 
an  important  growth  tool  for  BISYS.  BISYS 
seeks  to  combine  conservative  valuation 
discipline  and  transition  experience  to 
achieve  market  synergies  and  leverage 
operations. 

Financials 

BISYS’  fi.scal  1996  revenue  reached  $47.1 

million,  a 23%  increase  over  fiscal  1995 

revenue  of  $200.5  million.  Net  income 


reached  $18  million,  compared  to  net  losses  of 
$6.5  million  in  fiscal  1995. 

• Revenue  growth  in  fiscal  1996  was 
attributed  to  a combination  of  sales  to  new 
clients,  existing  client  growth,  and  cross- 
sales to  existing  clients,  partially  offset  by 
lost  business. 

• Although  the  acquisitions  of  Strategic 
Solutions  Group  and  TUG  were  accounted 
for  as  poolings  of  interests,  BISYS’  historical 
financials  have  not  been  restated  due  to 
immateriality. 

• Research  and  development  expenses  were 
approximately  $10.2  million,  $9.4  million, 
and  $8.9  million  in  fiscal  years  1996,  1995, 
and  1994,  respectively. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Revenue  Analysis  by  Product/ Service 

INPUT  estimates  approximately  50%  ($124 
million)  of  BISYS’  revenue  is  derived  from  its 
outsourcing  information  services  and  50% 
($123  million)  from  its  various  investment 
services. 

Interim  Results 

Revenue  for  the  three  months  ending 
September  30,  1996  reached  $72.4  million,  a 
38%  increase  over  $52.3  million  for  the  same 
period  a year  ago.  Net  income  was 
approximately  $7.6  million,  up  from  $5.4 
million  for  the  same  period  a year  ago. 


The  BISYS  Group,  Inc. 
January  1997 
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The  BISYS  Group,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/96 

6/95 

6/94 

6/93 

6/92 

Revenue 

$247.1 

$200.5 

$170.8 

$112.4 

$88.3 

• Percent  change  from 

previous  year 

23% 

17% 

52% 

27% 

24% 

Income  (loss)  before  taxes 

$30.3 

($4.1) 

$26.9 

$13.9 

($19.2) 

• Percent  change  from 

(a) 

(b) 

(c) 

(c) 

previous  year 

839% 

N/A 

94% 

172% 

(21%) 

Net  income  (loss) 

$18.0 

($6.5) 

$18.9 

$20.8 

($20.7) 

• Percent  change  from 

(d) 

previous  year 

377% 

N/A 

(9%) 

200% 

(29%) 

Earnings  (loss)  per  share 

$0.72 

($0.27) 

$0.84 

$0.99 

($1 .46) 

• Percent  change  from 

previous  year 

367% 

N/A 

(15%) 

168% 

11% 

(a)  Includes  $22.2  million  in  merger  expenses  associated  with  the  acquisitions  of  Strategic  Solutions  Group 
and  T.  U.  G.  and  other  charges. 

(b)  Includes  nonrecurring  charges  of  $32.3  million  before  taxes  ($24.6  million  after  taxes)  associated  with  the 


acquisitions  of  Concord  and  Document  Solutions  in  fiscal  1995. 

(c)  Includes  nonrecurring  charges  of  $9. 1 million  in  fiscal  1993  and  $9.3  million  in  fiscal  1992  for  restructuring. 

(d)  Includes  a $13.7  million  gain  from  the  cumulative  effect  of  a change  in  the  method  of  accounting  for  income 
taxes. 


Market  Financials 

INPUT  estimates  more  than  90%  of  BISYS’ 
revenue  is  derived  from  the  banking  and 
finance  industry.  The  remainder  of  revenue  is 
derived  from  insurance  companies  and 
corporate  customers. 

BISYS  provides  its  outsourcing  services  to 
commercial  banks,  savings  institutions,  thrift 
organizations,  bank-managed  mutual  funds, 
insurance  companies,  corporate  clients,  and 
other  financial  organizations,  including 
investment  counselors  and  brokerage  firms. 

Geographic  Markets 

One  hundred  percent  of  BISYS’  revenue  is 
derived  from  the  U.S.  The  company’s  clients 
are  located  in  all  50  states. 


Acquisitions 

In  June  1996,  acquired  The  Underwriters’ 
Group  (TUG)  of  Harrisburg  (PA)  for  491,314 
shares  of  BISYS  common  stock  valued  at 
approximately  $17  million.  The  acquisition 
was  accounted  for  as  a pooling  of  interests. 

• TUG,  with  150  employees,  offers  a full- 
service,  single  source  solution  to  support 
banks’  initiatives  to  offer  life  insurance 
services  to  their  customer  bases.  TUG 
provides  banks  with  access  to  its  entire 
portfolio  of  life  insurance  companies  and 
their  products.  TUG  also  provides  banks 
with  systems  necessary  to  support  their  sale 
of  insurance  products. 

• The  operations  of  TUG  are  now  part  of 
BISYS  Insurance  Services. 
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In  April  1996,  BISYS  acquired  Strategic 
Solutions  Group,  Inc.  (SSG)  of  Atlanta  (GA) 
for  520,599  shares  of  BISYS  common  stock 
(valued  at  SI 7 million).  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

• SSG,  with  40  employees,  provides 
automated  marketing  solutions  to  more  than 
400  financial  organizations,  including 
automated  processing  of  consumer  loan 
requests  and  prequalification  of  home 
buyers  for  mortgage  loans. 

• SSG  now  operates  as  BISYS  Creative 
Solutions. 

In  May  1995,  BISYS  acquired  Document 
Solutions,  Inc.  (DSI)  of  Birmingham  (AL)  for 
approximately  1.8  million  shares  of  BISYS 
common  stock  valued  at  about  $38  million. 

The  acquisition  was  accounted  for  as  a pooling 
of  interests. 

• DSI  was  formed  in  1992  to  develop  and 
market  check  and  back  office  imaging 
software  for  community  banks.  DSI’s 
products  help  banks  reduce  the  limitations 
of  physical  document  processing  by 
substituting  electronic  images  for  paper 
documents  such  as  checks,  deposit  slips  and 
internal  forms.  DSI  had  approximately  125 
bank  customers  at  the  time  of  the 
acquisition  and  currently  has  more  than  250 
customers. 

• DSI  now  operates  as  BISYS  Document 
Solutions. 

In  March  1995,  BISYS  acquired  Concord 
Holding  Corporation  for  approximately  5.9 
million  shares  of  BISYS  common  .stock.  The 
acquisition  was  accounted  for  as  a pooling  of 
interests. 


• Concord  now  operates  as  BISYS  Fund 
Services,  part  of  the  BISYS  Investment 
Services  Group. 

• BISYS  Fund  Services,  with  annual  revenue 
of  approximately  $27  million,  distributes 
and  administers  proprietary  mutual  funds 
for  the  bank-managed  mutual  fund  .sector. 
Concord  also  provides  distribution  services, 
including  the  development  of  joint  and 
external  sales  and  marketing  programs,  and 
cost  effective  administrative  services, 
including  shareholder  recordkeeping, 
compliance  and  fund  accounting,  for  its 
bank-managed  mutual  fund  clients. 

Divestitures 

In  August  1995,  BISYS  sold  all  of  the 
outstanding  capital  stock  of  its  wholly-owned 
.subsidiary  BISYS  Loan  Services,  Inc.  (BLSI) 
to  a financial  services  company. 

• BLSI  provided  servicing  for  residential 
mortgage  loans  primarily  under 
subservicing  contracts  with  mortgage  banks. 

• As  part  of  the  transaction,  BISYS  received  a 
four-year  contract  to  continue  to  provide 
data  processing  services  to  this  unit. 

• This  business  was  immaterial  in  size  to 
BISYS  and  was  not  strategic  to  long-term 
growth  goals. 

Employees 

As  of  June  30,  1996,  BISYS  had 
approximately  1,800  employees. 

The  company  currently  has  1,800  employees. 

Key  Products  and  Services 

Information  Services 

BISYS  provides  outsourcing  solutions  for  data 
processing  operations  of  banking  institutions 
through  its  TOTALPLUS  integrated  family  of 


The  BISYS  Group,  Inc. 
January  1997 


© INPUT  1997.  Reproduction  prohibited. 


Page  5 of  8 


INPUT  Vendor  Profile 


services  and  products.  The  TOTALPLUS 

Division  has  approximately  500  employees. 

• Although  the  TOTALPLUS  family  of 
services  and  products  is  adaptable  to 
financial  institutions  of  any  size,  BISYS 
believes  that  the  target  market,  based  on 
assets,  consists  of  small  and  mid-sized 
institutions  (commercial  banks  of  $50  to 
$500  million  in  assets  and  thrift  institutions 
of  $100  million  to  $2  billion  in  assets)  and 
major  institutions  (commercial  banks  of 
$500  million  to  $5  billion  in  as.sets  and  thrift 
institutions  of  $2  billion  to  $15  billion  in 
assets). 

• Using  central  site  and  client  site  solutions, 
TOTALPLUS  supports  most  aspects  of  a 
banking  institution’s  automation 
requirements.  TOTALPLUS  is  a 
comprehensive  system,  integrating 
innovative  applications  to  provide  bank-wide 
automation  that  enables  financial 
institutions  to  complete  with  super 
regionals,  banks  serving  a national 
marketplace,  and  non-bank  competitors. 

• The  TOTALPLUS  family  of  products  and 
services  provide  bank-wide  automation, 
integrating  mainframe-based,  central  site, 
and  PC-based,  client  site  applications. 

• There  are  currently  more  than  400  financial 
institutions  implementing  TOTALPLUS. 

• BISYS  has  four  major  data  processing 
centers  in  Chicago  (IL),  Cincinnati  (OH), 
Houston  (TX),  and  Philadelphia  (PA).  These 
regional  service  centers  are  uniformly 
automated  with  multitasking  IBM  (or 
equivalent)  mainframe  computer  systems  on 
which  all  TOTALPLUS  host  computer 
functions  and  client  data  are  resident. 

BISYS  intends  to  con.solidate  into  two 
processing  centers  during  fiscal  1997. 


• Both  internal  and  external  backup  resources 
are  maintained  and  regularly  tested  for 
BISYS’  own  disaster  recovery  purposes. 

• AdcUtionally,  BISYS  maintains  uniformly 
automated  document  processing  centers 
which  use  IBM-based  minicomputers  and 
reader/sorter  capabilities.  Document 
processing  centers  are  in  Austin  (TX), 

Boston  (MA);  Cherry  Hill  (NJ),  Chicago  (IL), 
Lake  Success  (NY),  Oklahoma  City  (OK), 
and  Richmond  (VA). 

BISYS  Document  Solutions,  with  100 
employees,  provides  image-based  technology 
software  to  Financial  institutions. 

• These  imaging  solutions  convert  traditional 
paper-based  checks  and  other  documents 
into  digital  images  that  can  be  accessed 
electronically. 

• DSPs  Image  Solution  software  has  been 
installed  in  more  than  300  financial 
institutions  representing  over  70%  of  all 
bank  check  imaging  systems  in  the  country. 

• This  PC-based  software  is  designed  to 
provide  a fully  integrated  image 
environment  and  supports  a range  of  image 
processing  equipment.  The  product  family 
provides  image  capture  and  archive,  image 
statements,  image  proof-of-deposit,  return 
item/image  processing,  image  signature 
verification,  courtesy  amount  recognition, 

CD  ROM  image  delivery,  and  customer 
financial  analysis. 

BISYS  Creative  Solutions,  with  50  employees, 
provides  low-cost  automated  marketing 
solutions  to  more  than  300  financial 
organizations  in  an  unattended  service  bureau 
environment  on  a seven  day,  24  hour  basis, 
from  its  offices  in  Atlanta. 
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• These  services  include  Loan  Connection™, 
which  processes  consumer  loan  requests, 
and  Mortgage  Connection™,  which  helps  to 
prequalify  home  buyers  for  mortgage  loans. 

• To  use  these  services,  borrowers  enter 
numeric  information  on  a touch  tone 
telephone  and,  based  on  this  input,  BISYS 
retrieves  credit  bureau  information  and 
applies  the  individual  financial 
organization’s  underwriting  parameters  and 
credit  scoring  criteria  to  provide  qualifying 
information  to  the  financial  organization 
and  the  prospective  borrower. 

BISYS  Research  Services  provides  pricing- 
decision  support  services  to  the  financial 
industry.  This  business  unit  gathers 
information  on  deposit  and  loan  products 
offered  by  more  Uian  4,000  banks,  thrifts,  and 
credit  unions  on  a daily,  weekly,  or  monthly 
basis. 

• BISYS  markets  and  transmits  this  survey 
information  in  various  formats  and 
frequencies  to  over  1,250  client  institutions, 
including  23  of  the  nation’s  top  25 
commercial  banks. 

• This  data  is  used  by  both  money  center  and 
community  banks  to  support  their  daily 
pricing  decisions. 

The  fee  structure  for  processing  clients  is 
based  primarily  on  the  number  of  accounts, 
loans,  participants,  and/or  transactions 
handled  for  each  service,  in  some  cases  subject 
to  minimum  charges,  plus  additional  charges 
for  special  options,  services  and  features. 

Investment  Services 

BISYS  provides  outsourcing  solutions  for 
proprietary  mutual  funds  through  BISYS 
Fund  Services  and  corporate  sponsored  401(k) 
plans  through  BISYS  Plan  Services. 


The  Fund  Services  Division  distributes  and 
administers  proprietary  open-end  mutual 
funds  primarily  for  the  bank-managed  mutual 
fund  sector. 

• BISYS  provides  distribution  services, 
including  the  development  of  joint  and 
external  sales,  marketing  programs,  and 
administrative  services,  including 
responsibility  for  administration,  transfer 
agency,  shareholder  services,  compliance, 
and  fund  accounting. 

• BISYS  provides  these  services  through  its 
various  wholly  owned  broker/dealer 
subsidiaries.  In  order  to  assist  its  clients’ 
mutual  fund  sales  efforts,  BISYS  maintains 
a cUstribution  sales  force  to  raise  additional 
assets  for  its  clients’  funds.  The  banking 
institution,  or  a subsidiary  or  affiliate 
thereof,  typically  acts  as  investment  advisor 
and  custodian  to  the  fund. 

• Specialized  services  include  a complete 
turnkey  outsourcing  solution  for  mutual 
fund  operations,  which  includes 
comprehensive  marketing,  institutional 
sales,  retail  sales,  telemarketing, 
development  of  new  products  and  markets, 
and  institutional  and  retail  shareholder 
servicing  centers.  BISYS  designs,  plans, 
and  implements  strategies  to  help  mutual 
funds  attain  critical  mass,  reach  new 
prospects  and  markets,  and  add  value. 

• BISYS  services  more  than  40  mutual  fund 
families  encompassing  more  than  400 
individual  portfolios  with  a market  value 
exceeding  $100  billion  in  assets  for  mutual 
fund  groups,  as  well  as  common  and 
collective  bank  investment  funds. 

• The  fee  structure  for  mutual  fund  services  is 
based  primarily  on  the  average  daily  net 
asset  value  of  the  fund,  in  .some  cases, 
subject  to  minimum  charges. 
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• BISYS  mutual  fund  administration  clients 
include  Old  Kent  Bank  (Ml),  AmSouth 
Funds  (AL),  and  Furman  Selz  LLC. 

BISYS  Plan  Services,  with  300  employees, 
supports  financial  organizations  and  corporate 
clients  with  marketing  and  sales  support  and 
administration  and  participant  recordkeeping 
services  for  corporate  sponsored  401(k)  plans. 

• BISYS  maintains  partnerships  with 
financial  organizations,  including  hanks  and 
investment  and  insurance  companies,  and 
provides  marketing  and  proposal  support  for 
the  sale  of  their  401(k)  plan  investment 
products. 

• On  an  ongoing  basis,  BISYS  performs  401(k) 
participant  recordkeeping  and  other 
.services,  including  daily  valuation  of 
participant  balances,  administering  401(k) 
loans,  discrimination  testing,  participant 
statements,  and  participant 
communications. 

• BISYS  provides  marketing  and  sales  support 
to  18  financial  organization  partners  and 
administrative  and  participant 
recordkeeping  services  for  more  than 
600,000  eligible  participants  in  more  than 
4,500  .sponsoring  companies  nationwide. 

• The  fee  structure  for  Plan  Services  is  based 
on  the  number  of  eligible  participants  in  a 
plan  subject  to  certain  minimums. 

BISYS  Insurance  Services,  with  150 
employees,  outsources  life  insurance  services 
to  the  financial  services  industry. 

• The  company  is  a full-service  distributor  and 
administrator  of  life  insurance  services  and 
employs  strategic  alliances  with  major 
insurance  companies  and  national  producer 
groups  to  provide  out.sourcing  services  for 
life  insurance  product  chstrihution. 


• BISYS  also  provides  clients  with  systems 
necessary  to  support  their  sale  of  insurance 
products,  including  licensing  management, 
marketing  and  proposal  support,  application 
processing,  and  advanced  underwriting  and 
commission  accounting  and  processing. 

Clients 

Information  Services  Group  clients  include 
Everett  Mutual  Savings  Bank  (WA),  Asheville 
Savings  Bank  (NC),  Brenton  Bank  of  Des 
Moines  (lA),  Roosevelt  Bank  (MO),  First 
Financial  Savings  Bank  (NJ),  First  Keystone 
Federal  (PA),  Heritage  Savings  Bank  (WA), 
Putnam  Savings  Bank  (CT),  and  Equitable 
Federal  Savings  Bank  (MD). 

Marketing  and  Sales 

BISYS  sells  its  services  directly  to  potential 
clients  or  supports  insurance  companies, 
brokerage  firms,  and  other  entities  offering 
401(k)  plan  investment  options  in  their 
endeavors  to  gain  new  clients. 

For  the  DSI  division,  in  addition  to  chrect 
sales,  resellers/distributors  are  used  to  sell  its 
software. 

BISYS  uses  an  account  executive  staff  to 
provide  client  account  management  and 
support.  In  accordance  with  BISYS’  strategy 
of  providing  a single  source  solution  to  its 
clients,  the  account  executive  staff  also 
markets  and  sells  additional  services  to 
existing  clients  and  manages  the  contract 
renewal  process. 

In  addition  to  all  major  office  locations,  BISYS 
has  sales  offices  in  California,  Florida, 

Georgia,  Massachusetts,  Michigan,  New  York, 
Oklahoma,  Penn.sylvania,  Texas,  and 
Virginia. 
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Alliances 

BISYS  has  various  alliances/marketing 

agreements  with  vendors,  including  the 

following: 

• NCR — Imaging  solutions 

• Baker  Hill  Corporation — Credit  analysis 
solutions 

• Fair,  Issac  & Companies — Loan  origination 
and  credit  scorecard  solutions 

• CFI  ProServices — Compliance 
documentation  solutions 

• Lowenstein  & Associates — Loan  portfolio 
grading  solutions 


• Financial  Management  Solutions — ^Teller 
management  solutions 

• Bottomline  Technologies — ^Payment  issuing 
solution 

• Strategic  Solutions  Group — Consumer  loans- 
by-phone  solution 

Competition 

Principle  competitors  in  the  information 
services  area  include  Fiserv,  M&I  Data 
Services,  ALLTEL  Information  Services,  and 
SEI  Corporation. 
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Status;  Public  Corporation 

Employees:  1 ,500  (6/95) 

Revenue:  $200,527,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• The  BISYS  Group,  Inc.  (BISYS)  is  a leading 
national  provider  of  information  processing, 
investment  services  and  image-based 
technologies  to  financial  institutions  and 
other  companies. 

• In  May  1995,  BISYS  expanded  its  image- 
based  services  with  the  acquisition  of 
Document  Solutions,  Inc. 

• In  August  1995,  BISYS  sold  off  its 
residential  mortgage  loan  servicing  division 


after  determining  these  operations  were  not 
strategic  to  BISYS’  long-term  growth  goals. 

Company  Description 

BISYS  is  a leading  third-party  provider  of 
transaction  processing  and  related  services  to 
the  financial  services  industry. 

The  company’s  primary  outsourcing  services 
are  provided  to  commercial  and  savings  banks, 
thrifts,  mortgage  banking  companies  and 
other  financial  services  organizations  through 
the  TOTALPLUS®  family  of  solutions. 

BISYS  was  organized  in  August  1989  to 
acquire  certain  banking  and  thrift  data 
processing  operations  from  Automatic  Data 
Processing,  Inc.  (ADP).  Together  with  its 
predecessors,  BISYS  has  been  providing 
processing  services  for  over  25  years. 
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BISYS  went  public  in  March  1992,  selling  5.5 
million  shares  of  common  stock  and 
generating  net  proceeds  of  about  $52  million. 
In  December  1992,  the  company  completed  a 
second  public  offering  of  2.4  million  common 
shares,  resulting  in  net  proceeds  of  $37.9 
million. 

Organization  and  Structure 

BISYS  is  organized  into  two  groups  as  follows: 

• BISYS  Information  Services  Group,  with 
approximately  900  employees,  provides 
image  and  data  processing  outsourcing 
services  and  pricing  analysis  to  more  than 
600  banks  nationwide.  Its  integrated  family 
of  products  is  delivered  under  the  umbrella 
of  its  single,  national  product — 
TOTALPLUS.  TOTALPLUS  consists  of 
central-  and  client-site  applications 
integrated  to  provide  bank-wide  automation 
for  retail  and  commercial  services,  mortgage 
banking,  credit/loan  administration, 
financial  and  marketing  management, 
management  information,  bank  operations 
and  electronic  banking. 

• BISYS  Investment  Service  Group,  with 
approximately  600  employees,  designs, 
administers  and  distributes  over  30  families 
of  proprietary  mutual  funds  consisting  of 
more  than  325  portfolios  and  provides  401(k) 
marketing  support,  administration  and 
record-keeping  services  in  partnership  with 
17  of  the  nation’s  leading  bank  and 
investment  management  companies.  BISYS’ 
goal  is  to  create  competitive  advantages  by 
focusing  on  the  strategic  marketing  and 
sales  initiatives  designed  to  help  its  partners 
raise  assets  in  401(k)  plans. 

Company  Strategy 

BISYS’  objectives  are  to  increase  the  number 
of  its  clients  and  to  expand  the  services  it 
offers  them.  To  achieve  these  objectives. 


BISYS  has  adopted  the  following  six  key 

principles: 

• Serve  Clients  Through  Innovative  Solutions. 
BISYS  seeks  to  strengthen  business 
relationships  with  clients  by  offering  new 
products  and  services  designed  to  be 
technologically  advanced  solutions  for 
improving  client  performance,  growth  and 
competitive  position  in  changing  markets. 

• Leverage  Technological  Advancements. 
BISYS  seeks  to  maintain  its  leadership 
position  in  providing  competitive,  valued- 
added  outsourcing  solutions  through 
investment  in  new  technology  and  the 
further  integration  of  BISYS  system 
capabilities. 

• Grow  Internally  and  Sell  Aggressively.  To 
grow  internally,  BISYS  seeks  to  sell  services 
to  new  clients  and  cross-sell  additional 
services  to  existing  clients  that  support  their 
objectives  to  retain  existing  customers  and 
attract  new  customers  from  new  markets. 
BISYS  focuses  its  sales  activities  on  targeted 
growing  markets. 

• Optimize  Human  Resources.  BISYS  seeks  to 
attract  and  retain  executives,  technical  staff 
and  financial  services  professionals  with  the 
expertise  required  to  explore  and  develop 
new  opportunities  that  will  sustain  its 
growth  and  market  leadership  position. 

• Exploit  Business  and  Product  Strategy. 
BISYS  seeks  to  capitalize  on  the  synergies 
among  its  business  units  and  to  acquire 
complementary  companies  that  support  its 
client  relationships  and  long-term  business 
objectives. 

• Grow  Through  Strategic  Acquisitions. 
Strategic  acquisitions  represent  an 
important  growth  tool  for  BISYS.  BISYS 
seeks  to  combine  conservative  valuation 
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discipline  and  transition  experience  to 
achieve  market  synergies  and  leverage 
operations. 

Financials 

BISYS’  fiscal  1995  revenue  reached  $200.5 
million,  a 17%  increase  over  fiscal  1994 
revenue  of  $170.8  million.  Net  losses  were 
$6.5  million  in  fiscal  1995,  compared  to  net 
income  of  $18.9  million  in  fiscal  1994. 


• Net  losses  include  merger-related  expenses 
of  $32.3  million  before  taxes  ($24.6  million 
after  taxes)  related  to  the  acquisitions  of 
Concord  Holding  in  March  1995  and 
Document  Solutions  in  May  1995. 

• Without  these  charges,  fiscal  1995  net 
income  would  have  been  approximately 
$18.1  million  ($0.75  per  share). 

In  the  five-year  summary  that  follows, 
financials  prior  to  fiscal  1995  have  been 
restated  to  reflect  the  pooling-of-interest 
acquisitions  of  Concord  Holding  and  Document 
Solutions. 


The  BISYS  Group,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$200.5 

$170.8 

$112.4 

$88.3 

$71.1 

• Percent  change  from 

previous  year 

17% 

52% 

27% 

24% 

- 

Income  (loss)  before  taxes 

($4.1) 

$26.9 

$13.9 

($19.2) 

($15.9) 

• Percent  change  from 

(a) 

(b) 

(b) 

previous  year 

N/A 

94% 

172% 

(21%) 

- 

Net  income  (loss) 

($6.5) 

$18.9 

$20.8 

($20.7) 

($16.0) 

• Percent  change  from 

(c) 

previous  year 

N/A 

(9%) 

200% 

(29%) 

- 

Earnings  (loss)  per  share 

($0.27) 

$0.84 

$0.99 

($1 .46) 

($1.64) 

• Percent  change  from 

previous  year 

N/A 

(15%) 

168% 

11% 

- 

(a)  Includes  nonrecurring  charges  of  $32.3  million  before  taxes  ($24.6  million  after  taxes)  associated  with  the 


acquisitions  of  Concord  and  DSI  in  fiscal  1995. 

(b)  Includes  nonrecurring  charges  of  $9. 1 million  in  fiscal  1993  and  $9.3  million  in  fiscal  1992  for  restructuring. 

(c)  Includes  a $13.7  million  gain  from  the  cumulative  effect  of  a change  in  the  method  of  accounting  for 
income  taxes. 


Revenue  growth  in  fiscal  1995  was  attributed 
to  a combination  of  sales  to  new  clients, 
existing  client  growth,  and  cross-sales  to 
existing  clients,  partially  offset  by  lost 
business. 


• In  the  Information  Services  Group,  strong 
direct  sales  added  more  than  40  new 
commimity  bank  clients.  Cross-sales  to 
existing  bank  partners  reached  record  levels 
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with  branch  automation  and  relationship 
banking  services  fueling  growth. 

• In  the  Investment  Services  Group,  the  Plan 
Services  Division  exceeded  its  sales  goals 
and  added  almost  1,500  new  401(k)  plans. 
The  number  of  eligible  plan  participants  now 
exceeds  600,000.  In  the  Fund  Services 
Division,  four  new  mutual  funds  clients  were 
added.  In  addition,  cross-sales  of  401(k) 
administration  services  resulted  in  four  new 
Plan  Services  partnerships  with  existing 
Fimd  Services  clients. 

Research  and  development  expenses  were 
approximately  $9.4  million,  $8.9  million  and 
$7.4  million  in  fiscal  years  1995,  1994  and 
1993,  respectively. 

Revenue  Analysis  by  Product ! Service 

INPUT  estimates  approximately  56%  ($112 
million)  of  BISYS’  revenue  is  derived  from  its 
outsourcing  information  services  and  44%  ($89 
million)  from  its  various  investment  services. 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  $108.2  million,  a 14% 
increase  over  $94.7  million  for  the  same  period 
in  1994.  Net  income  reached  $12.3  million, 
compared  to  net  income  of  $8.0  million  for  the 
same  period  a year  ago. 

Market  Financials 

INPUT  estimates  more  than  90%  of  BISYS’ 
revenue  is  derived  from  the  banking  and 
finance  industry.  The  remainder  of  revenue  is 
derived  from  insurance  companies  and 
corporate  customers. 

BISYS  provides  its  outsourcing  services  to 
commercial  banks,  savings  institutions,  thrift 
organizations,  bank-managed  mutual  funds, 
insurance  companies,  corporate  clients  and 


other  financial  organizations,  including 
investment  counselors  and  brokerage  firms. 

Geographic  Markets 

One  hundred  percent  of  BISYS’  revenue  is 
derived  from  the  U.S.  The  company’s  clients 
are  located  in  all  50  states. 

Acquisitions 

In  May  1995,  BISYS  acquired  Document 
Solutions,  Inc.  (DSI)  of  Birmingham  (AL)  for 
approximately  1.8  million  shares  of  BISYS 
common  stock  valued  at  about  $38  million. 

The  acquisition  was  accounted  for  as  a pooling 
of  interests. 

• DSI  was  formed  in  1992  to  develop  and 
market  check  and  back  office  imaging 
software  for  community  banks.  DSI’s 
products  help  banks  reduce  the  limitations 
of  physical  document  processing  by 
substituting  electronic  images  for  paper 
documents  such  as  checks,  deposit  slips  and 
internal  forms.  DSI  had  approximately  125 
bank  customers  at  the  time  of  the 
acquisition  and  currently  has  more  than  250 
customers. 

• DSI  is  expected  to  generate  $16  million  in 
revenue  during  fiscal  1996. 

• The  operations  of  DSI  have  been  merged 
into  BISYS  Information  Services  Group. 

In  March  1995,  BISYS  acquired  Concord 
Holding  Corporation  for  approximately  5.9 
million  shares  of  BISYS  common  stock.  The 
acquisition  was  accounted  for  as  a pooling  of 
interests. 

• Concord  now  operates  as  BISYS  Frmd 
Services,  part  of  the  BISYS  Investment 
Services  Group. 

• BISYS  Fund  Services,  with  annual  revenue 
of  approximately  $27  million,  distributes 
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and  administers  proprietary  mutual  funds 
for  the  bank-managed  mutual  fund  sector. 
Concord  also  provides  distribution  services, 
including  the  development  of  joint  and 
external  sales  and  marketing  programs,  and 
cost  effective  administrative  services, 
including  shareholder  recordkeeping, 
compliance  and  fund  accounting,  for  its 
bank-managed  mutual  fund  clients. 

Divestitures 

In  August  1995,  BISYS  sold  all  of  the 
outstanding  capital  stock  of  its  wholly-owned 
subsidiary  BISYS  Loan  Services,  Inc.  (BLSI) 
to  a financial  services  company. 

• BLSI  provided  servicing  for  residential 
mortgage  loans  primarily  under  subservicing 
contracts  with  mortgage  banks. 

• As  part  of  the  transaction,  BISYS  received  a 
four-year  contract  to  continue  to  provide 
data  processing  services  to  this  unit. 

• This  business  was  immaterial  in  size  to 
BISYS  and  was  not  strategic  to  long-term 
growth  goals. 

Employees 

As  of  June  30,  1995,  BISYS  had  approximately 
1,500  employees. 

The  company  currently  has  1,500  employees. 

Key  Products  and  Services 

Information  Services 

BISYS  provides  outsourcing  solutions  for  data 
processing  operations  of  banking  institutions 
through  its  TOTALPLUS  integrated  family  of 
services  and  products. 

• Although  the  TOTALPLUS  family  of 
services  and  products  is  adaptable  to 
financial  institutions  of  any  size,  BISYS 
believes  that  the  target  market,  based  on 


assets,  consists  of  small  and  mid-sized 
institutions  (commercial  banks  of  $100  to  $2 
billion  in  assets  and  thrift  institutions  of 
$100  million  to  $10  billion  assets). 

• Using  central  site  and  client  site  solutions, 
TOTALPLUS  supports  most  aspects  of  a 
banking  institution’s  automation 
requirements.  TOTALPLUS  is  a 
comprehensive  system,  integrating 
innovative  applications  to  provide  bank-wide 
automation  that  enables  financial 
institutions  to  complete  with  super 
regionals,  banks  serving  a national 
marketplace  and  non-bank  competitors. 

• The  TOTALPLUS  family  of  products  and 
services  provide  bank-wide  automation, 
integrating  mainframe-based,  central  site 
and  PC-based,  client  site  applications. 

• There  are  currently  more  than  400  financial 
institutions  implementing  TOTALPLUS. 

• BISYS  Information  Services  Group’s  four 
major  data  processing  centers  are  located  in 
Chicago  (IL),  Cincinnati  (OH),  Houston  (TX) 
and  Philadelphia  (PA).  These  regional 
service  centers  are  uniformly  automated 
with  multitasking  IBM  (or  equivalent) 
mainframe  computer  systems  on  which  all 
TOTALPLUS  host  computer  functions  and 
client  data  are  resident. 

• Both  internal  and  external  backup  resources 
are  maintained  and  regularly  tested  for 
BISYS’  own  disaster  recovery  purposes. 

• Additionally,  BISYS  maintains  uniformly 
automated  document  processing  centers 
which  use  IBM-based  minicomputers  and 
reader/sorter  capabilities.  Document 
processing  centers  are  strategically  located 
nationwide. 
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BISYS’  DSI  subsidiary  provides  image-based 
technology  software  to  community  banks. 

• DSI’s  Image  Solution  software  has  been 
installed  in  more  than  250  community  banks 
representing  over  70%  of  all  community 
bank  check  imaging  systems  in  the  country. 

• This  PC-based  software  is  designed  to 
provide  a fully  integrated  image 
environment  and  supports  a range  of  image 
processing  equipment.  The  product  family 
provides  image-based  statements, 
archive/retrieval,  proof-of-deposit,  check- 
statement  research,  returns  and  exception 
processing,  signature  verification,  electronic 
character  amount  recognition,  document  (file 
folder)  imaging  and  integrated  COLD 
solutions. 

The  Research  Services  arm  of  the  Information 
Services  Group  provides  pricing-decision 
support  services  to  the  financial  industry. 

This  business  unit  gathers  information  on 
deposit  and  loan  products  offered  by  more 
than  4,000  banks,  thrifts  and  credit  unions  on 
a daily,  weekly,  or  monthly  basis. 

• BISYS  markets  and  transmits  this  survey 
information  in  various  formats  and 
frequencies  to  over  700  client  institutions, 
including  23  of  the  nation’s  top  25 
commercial  banks. 

• This  data  is  used  by  both  money  center  and 
community  banks  to  support  their  daily 
pricing  decisions. 

The  fee  structure  for  Information  Services 
clients  is  based  primarily  on  the  number  of 
accounts,  participants  and/or  transactions 
handled  for  each  service,  in  some  cases  subject 
to  minimum  charges,  plus  additional  charges 
for  special  options,  services  and  features. 

Investment  Services 


BISYS  provides  outsourcing  solutions  for 
proprietary  mutual  funds  through  its  Fund 
Services  Division  and  corporate  sponsored 
401(k)  plans  through  its  Plan  Services 
Division. 

The  Fimd  Services  Division  distributes  and 
administers  proprietary  open-end  mutual 
funds  primarily  for  the  bank-managed  mutual 
fund  sector. 

• BISYS  provides  distribution  services, 
including  the  development  of  joint  and 
external  sales;  marketing  programs  and 
administrative  services  include 
responsibility  for  administration,  transfer 
agency,  shareholder  services,  compliance 
and  fund  accounting. 

• BISYS’  fund  partners  include  a combination 
of  nationAvide  regional  and  money  center 
banks  as  well  as  other  investment 
management  firms. 

• The  fee  structure  for  mutual  fund  services  is 
based  primarily  on  the  average  daily  net 
asset  value  of  the  fund,  in  some  cases, 
subject  to  minimum  charges. 

The  Plan  Services  Division  supports  financial 
organizations  and  corporate  clients  with 
marketing  and  sales  support  and 
administration  and  participant  recordkeeping 
services  for  corporate  sponsored  401(k)  plans. 

• BISYS  maintains  partnerships  with 
financial  organizations,  including  banks  and 
investment  and  insurance  companies,  and 
provides  marketing  and  proposal  support  for 
the  sale  of  their  investment  products  in 
401(k)  packages. 

• BISYS  provides  marketing  and  sales  support 
to  17  financial  organization  partners  and 
administrative  and  participant 
recordkeeping  services  for  more  than 
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600,000  eligible  participants  in  more  than 
4,500  sponsoring  companies  nationwide. 

• The  fee  structure  for  Plan  Services  is  based 
on  the  number  of  eligible  participants  in  a 
plan  subject  to  certain  minimums. 

Clients 

Information  Services  Group  clients  include 
Everett  Mutual  Savings  Bank  (WA),  Asheville 
Savings  Bank  (NC),  Brenton  Bank  of  Des 
Moines  (lA),  Roosevelt  Bank  (MO),  First 
Financial  Savings  Bank  (NJ),  First  Keystone 
Federal  (PA)  and  Equitable  Federal  Savings 
Bank  (MD). 

Marketing  and  Sales 

BISYS  sells  its  services  directly  to  potential 
clients  or  supports  insurance  companies, 
brokerage  firms  and  other  entities  offering 
401(k)  plan  investment  options  in  their 
endeavors  to  gain  new  clients. 

For  the  DSI  division,  in  addition  to  direct 
sales,  resellers/distributors  are  used  to  sell  its 
software. 

BISYS  uses  an  account  executive  staff  to 
provide  client  account  management  and 
support.  In  accordance  with  BISYS’  strategy 
of  providing  a single  source  solution  to  its 
clients,  the  account  executive  staff  also 
markets  and  sells  additional  services  to 
existing  clients  and  manages  the  contract 
renewal  process. 

In  addition  to  all  major  office  locations,  BISYS 
has  sales  offices  in  California,  Florida, 
Massachusetts,  Oklahoma,  Pennsylvania, 
Virginia  and  Michigan. 

Alliances 

BISYS  has  various  alliances/marketing 
agreements  with  vendors,  including  the 
following: 


• Baker  Hill  Corporation — Credit  analysis 
solutions 

• Fair,  Issac  & Companies — ^Loan  origination 
and  credit  scorecard  solutions 

• CFI  ProServices — Compliance 
documentation  solutions 

• Lowenstein  & Associates — ^Loan  portfolio 
grading  solutions 

• Financial  Management  Solutions — ^Teller 
management  solutions 

• Bottomline  Technologies — ^Payment  issuing 
solution 

• Strategic  Solutions  Group — Consumer  loans- 
by-phone  solution 

Competition 

Principle  competitors  in  the  information 

services  area  include  Fiserv,  M&I  Data 

Services,  ALLTEL  Information  Services  and 

SEI  Corporation. 
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THE  BISYS  GROUP,  INC. 


150  Clove  Road 
Little  Falls.  NJ  07424 
Phone:  (201)812-8600 


Chairman  & CEO: 
President  & COO: 
Status: 


Public  Corporation 
1,000  (6/93) 
$88,280,000 
6/30/93 


Lynn  J.  Mangum 
Paul  H.  Bourke 


Total  Employees: 
Total  Revenue: 


Fiscal  Year  End: 


Key  Points 


The  BISYS  Group,  Inc.  (BISYS)  is  a leading  national  provider  of 
information  processing,  loan  servicing,  and  investment  services  to 
financial  institutions  and  other  companies. 

The  acquisition  of  The  Barclay  Group  in  July  1993,  expanded 
BISYS'  financial  services  recordkeeping  into  the  401(k)  marketplace. 
BISYS  can  now  package  401(k)  services  for  the  commercial 
customers  of  its  banking  institution  clients. 

In  October  1993,  BISYS  acquired  the  Winsbury  companies  which 
provide  mutual  fund  administration,  fund  accounting  and  transfer 
agency  services.  The  acquisition  represents  a significant  departure 
from  the  bank  and  thrift  processing  business,  yet  opens  up  to  BISYS 
a new,  higher  growth  market. 

Upon  completion  of  the  Winsbury  acquisition,  BISYS  expanded  its 
services  to  over  3,400  banking  and  corporate  clients  nationwide  and 
increased  its  annualized  revenue  to  $125  million. 
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Company 

Description 


Strategy 


The  BISYS  Group,  Inc.  (BISYS)  is  a leading  third-party  provider  of 
transaction  processing  and  related  services  to  the  financial  services 
industry. 

• The  company's  principal  services  are  provided  to  commercial  banks 
and  thrifts  through  its  TOTALPLUS™  IBM  mainframe-based 
processing  service. 

• As  the  result  of  several  acquisitions,  BISYS  also  provides  loan 
administration  and  servicing  for  a range  of  real  estate  and  consumer 
loans  to  various  types  of  financial  organizations;  item  and  currency 
processing  services  to  banks  and  retail  organizations;  401(k) 
marketing  support,  administration,  and  recordkeeping  services;  and 
administrative  distribution,  marketing,  fund  accounting  and  transfer 
agency  services  for  proprietary  mutual  funds  primarily  to  banks. 

BISYS  was  organized  in  August  1989  to  acquire  certain  banking  and 
thrift  data  processing  operations  from  Automatic  Data  Processing,  Inc. 
(ADP).  Together  with  its  predecessors,  BISYS  has  been  providing 
processing  services  for  over  25  years. 

BISYS  went  public  in  March  1992,  selling  5.5  million  shares  of  common 
stock  and  generating  net  proceeds  of  about  $52  million.  In  December 
1992,  the  company  completed  a second  public  offering  of  2.4  million 
common  shares,  resulting  in  net  proceeds  of  $37.9  million.  • 


BISYS'  objectives  are  to  increase  the  number  of  its  financial 

organization  and  other  clients  and  to  expand  the  services  it  offers  them. 

The  company's  current  strategy  to  attain  these  objectives  is  to: 

• Be  the  single  source  for  automated  solutions  for  its  clients' 
operations,  customer  management,  decision  support  and  product 
distribution  functions 

• Pursue  balanced  growth,  both  internal  and  external 

• Attract  new  clients,  having  dedicated  and  invested  resources  in  a 
national  direct  sales  force  and  marketing  support 

• Cross-sell  services,  offering  and  developing  central  and  client-site 
products  and  complementary  services  marketed  to  existing  and  new 
clients 

• Seek  strategic  acquisitions 
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• Maximize  recurring  revenues  through  long-term  contracts  and 
focused  account  management 

• Strategic  business  partnerships 

In  order  to  respond  to  the  demands  for  new  products  and  services  and 
to  sustain  the  competitive  advantage  of  its  TOTALPLUS  product 
family,  BISYS  increased  its  research  and  development  investment  in 
fiscal  1993. 

• As  a result,  major  feature,  function  and  architectural  enhancements 
were  incorporated  into  the  host-based  Mortgage  Banking, 
Commercial  Lending  and  Demand  Deposit  systems. 

■ The  company  also  significantly  expanded  its  client-site  products, 
including  Consumer  Loan  Origination  and  Credit  Scoring, 
Electronic  ACH,  Treasury  Management,  and  Interactive  Collection 
Management  systems. 

• Consistent  with  the  company's  product  strategy  of  providing  cost- 
effective  decision  support  tools,  BISYS  also  introduced  its  new 
Executive  Information  System. 


. BISYS'  fiscal  1993  revenue  reached  $88.3  million,  an  18%  increase  over 
fiscal  1992  revenue  of  $74.5  million.  Despite  increasing  revenues,  prior 
to  fiscal  1993,  BISYS  had  not  reported  net  income  since  inception 
primarily  because  of  the  amortization  of  intangible  assets  associated 
with  the  acquisition  from  ADP  and  interest  expenses  associated  with 
acquisition-related  indebtedness. 

Revenue  growth  in  fiscal  1993  and  1992  was  attributed  to  a 
combination  of  sales  to  new  clients,  cross  sales  to  existing  clients  and 
revenues  from  acquired  business. 

• In  the  Information  Services  Division,  direct  sales  to  new  banking 
clients  exceeded  $10  million  in  annualized  revenue,  while  add-on 
sales  revenue  to  existing  clients  was  over  $4  million. 

• The  loss  of  clients  in  fiscal  1993  was  related  primarily  to  financially 
troubled  institutions.  Currently  the  company  has  less  than  $2  million 
of  annualized  revenues  managed  by  federal  regulatory  organizations. 

A four-year  financial  summary  follows: 
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THE  BISYS  GROUP,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

6/90 

Revenue 

• Percent  increase 

$88.3 

$74.5 

$62.9 

$54.7 

from  previous  year 

18% 

18% 

15% 

N/A 

Income  (loss)  before  taxes 

$7.4 

$(21.9) 

$(17.3) 

$(19.7) 

(a) 

(a)(b) 

(b) 

(b) 

Net  income  (loss) 

$17.1 

(c) 

$(22.6) 

$(17.3) 

$(19.7) 

Earnings  (loss)  per  share 

$1.16 

$(2.71) 

$(3.01) 

$(4.32) 

(a)  Includes  nonrecurring  charges  of  $9. 1 million  in  fiscal  1993  and  $9.3  million  in  fiscal  1992,  primarily 
intangible  asset  charge  offs. 


(b)  Includes  interest  expenses  of  $4.8  miilion,  $7.0  million  and  $7.4  miiiion  and  amortization  of  intangibie 
assets  of  $2 1.0  million,  $20.4  million  and  $20.2  million  for  fiscal  1992,  199 1,  and  1990,  respectively. 

(c)  Includes  a $13.7  million  gain  from  the  cumulative  effect  of  a change  in  the  method  of  accounting  for 
income  taxes. 


Revenue  for  the  three  months  ending  September  30,  1993  reached 
$25.2  million,  compared  to  $20.2  million  for  the  same  period  in  1992. 
Net  earnings  (before  the  cumulative  effect  of  the  change  in  accounting 
for  income  taxes)  were  $2.5  million,  compared  to  $1.8  million  for  the 
same  period  a year  ago. 


Markets 

Financials 


Virtually  100%  of  BISYS'  fiscal  1993  revenue  was  derived  from  the 
banking  and  finance  industry,  including  mutual  savings  banks,  thrifts, 
commercial  banks,  mortgage  banks  and  brokerages.  A small 
percentage  of  revenue  was  derived  from  insurance  companies  and  U.S. 
government  agencies. 

As  a result  of  the  acquisition  of  The  Barclay  Group  in  July  1993,  during 
fiscal  1994  BISYS  will  also  be  receiving  significant  revenue  from  401 
(k)  services  provided  to  over  2,000  corporate  clients. 


Geographic 

Markets 


One  hundred  percent  of  BISYS'  revenue  is  derived  from  the  U.S.  The 
company's  clients  are  located  in  all  50  states. 
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Operations/ 

Structure 


Acquisitions 


Offices  are  in  Little  Falls  and  Cherry  Hill  (NJ),  Houston  (TX),  San 
Francisco  (CA),  Oklahoma  City  (OK),  Lombard  (IL),  Cincinnati  (OH), 
and  Richmond  (VA). 


BISYS  is  organized  into  three  divisions  as  follows: 

• The  Information  Services  Division,  headquartered  in  Houston  (TX), 
provides  processing  services  to  banking  and  finance  organizations. 
This  division  has  additional  offices  in  Chicago  and  Lombard  (IL), 
Cincinnati  (OH),  Calabasas  and  Danville  (CA),  Cherry  Hill  (NJ), 
Richmond  (VA),  Dallas  (TX)  and  Norwood  (MA). 

• The  Loan  Services  Division,  headquartered  in  Little  Falls  (NJ), 
provides  loan  administration  and  servicing  for  a range  of  real  estate 
and  consumer  loans.  This  division  has  an  additional  office  in 
Houston. 

• The  Investment  Services  Division,  headquartered  in  Little  Falls 
(NJ),  provides  401(k)  recordkeeping  and  administration  services  to 
corporations  and  mutual  fund  services  for  banks. 


In  October  1993,  BISYS  acquired  the  Winsbury  companies  of 

Columbus  (OH)  for  approximately  $60  million  in  cash. 

• Winsbury,  with  $30  million  in  annual  revenue,  is  a leading  full- 
service  creator,  marketer,  and  administrator  of  proprietary  mutual 
funds  for  banks. 

• Winsbury  proprietary  mutual  funds  capabilities  will  improve  the 
overall  competitive  position  of  BISYS'  banking  clients. 

• Winsbury  will  operate  as  a subsidiary  of  BISYS  within  the 
Investment  Services  Division. 

In  September  1993,  BISYS  acquired  Meyer  Interest  Rate  Survey 

(MIRS)  of  Calabasas  (CA). 

• MIRS  gathers  specific  information  on  deposit  and  loan  products 
offered  by  over  3,000  banks,  thrifts  and  credit  unions  on  a daily, 
weekly  or  monthly  basis. 

• MIRS  nows  operates  as  BISYS  Survey,  Inc.  within  BISYS' 
Information  Services  Division. 
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In  July  1993,  BISYS  acquired  The  Barclay  Group,  Inc.  (a  subsidiary  of 
the  Ethyl  Corporation)  for  $10  million. 

• Barclay  provides  recordkeeping  and  administrative  services  to  over 
2,000  corporate-sponsored  401(k)  plans  throughout  the  U.S. 

• Barclay  now  operates  as  a subsidiary  of  BISYS  within  BISYS' 
Investment  Services  Division. 

In  March  1993,  BISYS  acquired  the  assets  and  certain  liabilities  of  the 
item  processing  business  of  Data  Management  Systems,  adding  27  new 
clients  and  providing  an  item  processing  for  BISYS'  existing  New 
England  banking  clients. 

In  January  1992,  BISYS  acquired  Triatatron  Software  Services,  Inc. 
(TSSI)  for  $1.4  million  plus  payments  based  on  future  performance. 
TSSI  provides  processing  services  for  mortgage  loans  and  mortgage 
loan  sub-servicing  to  banks.  TSSI  now  operates  as  a subsidiary  of 
BISYS. 

In  November  1991,  BISYS  acquired  certain  assets  of  JRS,  Inc.  for  $1.0 
million  in  cash  plus  12%  of  revenue  from  JRS  clients  retained  over  the 
subsequent  two  years.  JRS  provides  item  processing  and  vault  services 
for  currency  and  coinage  to  financial  institutions  and  retail 
organizations.  It  now  operates  as  BISYS  Document  Processing  Inc.,  a 
wholly  owned  subsidiary  of  BISYS. 

In  September  1991,  BISYS  acquired  Litton  Mortgage  Servicing  Center, 
Inc.,  a Texas  mortgage  and  commercial  real  estate  loan  sub-servicing 
company,  for  $2.8  million.  Services  are  provided  nationwide  to 
financial  institutions,  insurance  companies,  private  investors,  and  U.S. 
government  agencies.  This  unit  operates  as  a subsidiary  of  BISYS. 

In  October  1989,  BISYS  acquired  Data  Systems  Corporation  (DSC)  for 
$4.4  million  plus  payments  based  on  future  performance.  DSC 
provided  processing  services  to  about  50  thrift  institutions  in  the 
Southeast  Atlantic  coast  region. 


As  of  June  30,  1993,  BISYS  had  approximately  1,000  employees, 
including  Barclay  and  BISYS  Survey.  The  company  currently  has  about 
1,100  employees. 
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Key  Products 
and  Services 


Services  are  provided  to  BISYS'  clients,  for  the  most  part,  on  the  basis 
of  multiyear  contracts  which  renew  for  successive  terms,  unless 
terminated  by  either  party. 

• The  fee  structure  is  based  on  the  number  of  accounts,  loans, 
participants  and/or  transactions  handled  for  each  service,  subject  to 
minimum  monthly  charges,  plus  additional  charges  for  special 
options  and  features. 

• BISYS  generated  approximately  91%,  93%  and  91%  of  revenues  in 
fiscal  1993,  1992  and  1991,  respectively,  from  clients  who  were 
clients  during  the  prior  fiscal  year. 

Information  Services  Division: 

BISYS'  TOTALPLUS  system  supports  all  aspects  of  a bank's 
automated  requirements  related  to  its  operations,  customer 
management,  and  product  distribution  functions  through  proprietary 
central-site  and  client-site  computing. 

• TOTALPLUS  capabilities  include  all  deposit  and  loan  requirements 
and  general  financial  management  of  the  institution,  transaction  and 
data  management,  electronic  banking  and  customer  information  file 
management. 

• Commercial  bank  and  thrift  institution  clients  are  able  to  operate  in 
on-line  real-time  mode,  memo-post  mode,  or  batch  mode,  or  in  any 
combination  of  the  three. 

• Four  major  data  processing  centers  are  located  in  the  Chicago, 
Cincinnati,  Houston,  and  Philadelphia  metropolitan  areas.  Each  of 
these  centers  uses  consistent  multitasking  IBM  (or  equivalent) 
mainframe  computers  on  which  all  TOTALPLUS  host  computer 
functions  and  client  data  reside.  The  centers  interface  with 
microcomputers  or  third-party  terminals  located  at  the  clients' 
premises. 

• Central  site  processing  applications  provided  by  BISYS  include: 

Customer  information  file  management  services 

Loan  services 

Deposit  services 

Electronic  banking  services 

Interactive  exception  handling 

Financial  management  services 

Transaction  and  data  management  services 
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• Client  site  processing  applications  supported  by  BISYS  include: 

- New  business  systems,  including  Total  Automated  Branch  System 
(Platform  Module),  Total  Loan  Manager,  Total  Marketing 
Manager  and  Total  Sales  Manager 

- Operations  and  electronic  interface  systems,  including  Total 
Automated  Branch  System  (Teller  Module),  Total  Access 
Banking  (voice  response  system).  Total  Report  Manager, 
Automated  Cash  Management  and  Total  Check  Processing 
System 

- Financial  reporting  and  analysis  systems,  including  Total 
Financial  Manager  and  Total  Automatic  Report  Generator 

• Ancillary  services  provided  by  BISYS  include  technical  and 
communications  support,  consulting,  and  the  sale  (or  third-party 
leasing),  licensing,  and  installation  of  microcomputer  hardware, 
software,  and  peripherals. 

• The  target  market  for  TOTALPLUS  services  consists  of  small  and 
■ midsized  institutions  (commercial  banks  with  $50  million  to  $500 

million  in  assets  and  thrift  institutions  with  $100  million  to  $2  billion 
in  assets)  and  major  institutions  (commercial  banks  with  $500 
million  to  $2  billion  in  assets  and  thrifts  with  $2.billion  to  $10  billion 
in  assets). 

• As  of  June  30,  1993,  clients  using  TOTALPLUS  included  86  mutual 
savings  banks,  183  thrift  institutions,  64  commercial  banks  and  three 
mortgage  banks  totalling  286  clients. 

• During  fiscal  1993,  48  new  clients  were  converted  and  18  clients 
were  lost;  8 due  to  regulatory  intervention,  6 due  to  merger  and 
acquisition  activities  and  4 due  to  other  circumstances. 

BISYS  Document  Processing,  Inc.  (formerly  JRS)  provides  check 
processing  and  back  office  outsourcing,  including  deposit  processing, 
statement  rendering,  lockbox  and  return-item  distribution  of  checks, 
share  drafts,  money  orders  and  gift  certificates. 

• Item  processing  centers  are  in  Boston,  Chicago,  Dallas,  Houston, 
Oklahoma  City  and  Richmond. 

• These  operations  were  expanded  during  1993  with  the  acquisition  of 
the  item  processing  business  of  Data  Management  Systems  (adding 
27  new  clients)  and  an  agreement  with  Boulevard  Bank  in  Chicago 
to  manage  its  item  processing  operations  and  combine  it  with  BISYS' 
existing  Chicago  operation. 
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• BISYS  currently  provides  item  processing  for  approximately  160 
clients,  of  which  70  use  other  TOTALPLUS  services. 

A disaster  recovery  system,  key  restoration  services  (including  off-site 
storage  and  rotation  of  critical  files),  availability  of  a third-party  hotsite 
and  telecommunication  recovery  capabilities  are  also  available. 

Through  BISYS  Survey,  the  Information  Services  Division  provides 
loan  and  deposit  interest  rate  information  on  products  offered  by  more 
than  3,00  banks,  thrifts  and  credit  unions  on  a daily,  weekly  or  monthly 
basis. 

• BISYS  markets  and  electronically  transmits  this  survey  information 
in  various  formats  and  frequencies  to  over  700  banking 
organizations,  including  22  of  the  nation's  top  25  commercial  banks. 

• The  data  is  used  by  both  money  center  and  community  banks  to 
make  their  daily  pricing  decisions. 

Also,  as  of  June  30,  1993,  the  Information  Services  Division  was 
providing  loan  origination  and  servicing  data  processing  to  65  mortgage 
banking  institutions. 

Loan  Services  Division: 

BISYS  provides  nationwide  loan  services  outsourcing  through  its  Litton 
and  TSSI  subsidiaries  to  financial  institutions.  Insurance  companies, 
private  investors,  and  U.S.  government  agencies. 

• The  Loan  Services  Division  uses  TOTALPLUS  to  meet  its  servicing 
automation  requirements  supporting  accounting  functions  for  an 
unlimited  number  of  loans  and  portfolios;  electronic  funds  transfer; 
payoffs  and  assumptions;  on-line  tax  information  tracking  and 
disbursements;  on-line  insurance  tracking  and  payments;  on-line 
collections;  delinquent  loan  management;  foreclosure  and 
bankruptcy  tracking;  escrow  analysis;  customized  statements;  credit 
reporting;  customized  regulatory  and  investor  reporting;  and  optical 
disk  storage  and  retrieval. 

• As  of  June  30,  1993,  BISYS  was  providing  loan  servicing  to  80 
clients. 

Investment  Services  Division: 

This  division  was  established  in  July  1993  with  the  acquisition  of 
Barclay. 
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Competitors 


Barclay  provides  401(k)  administrative  and  recordkeeping  services  to 
over  2,000  corporate  clients  throughout  the  U.S. 

• On  an  ongoing  basis,  Barclay  performs  daily  valuation  of  participant 
balances,  processing  of  401(k)  loans,  discrimination,  testing, 
participant  statements  and  communications. 

• In  marketing  401(k)  services,  Barclay  enters  into  strategic 
partnerships  with  major  brokerages,  insurance  companies  and 
mutual  fund  companies  as  their  401(k)  administrator  and  participant 
recordkeeper. 

- These  strategic  partners  market  their  investment  products  to  the 
potential  company  client  and  the  Barclay  administration  and 
recordkeeping  solution. 

- Barclay  works  closely  with  these  partners,  providing  marketing 
and  proposal  support  for  the  sales  representatives  of  the 
brokerage,  insurance  and  mutual  funds  organizations  that 
distribute  Barclay  services. 

Winsbury  creates,  markets  and  administers  proprietary  mutual  funds, 
primarily  for  banks.  Winsbury  currently  focuses  on  banks  with  $2 
billion  to  $50  billion  in  assets  and  services  over  $20  billion  in  mutual 
fund  assets  for  20  mutual  fund  groups.  It  also  provides  fund  accounting 
services  for  over  130  active  fund  investment  portfolios  and  30  common 
and  collective  bank  investment  funds. 

Computer  Hardware: 

BISYS  owns  or  leases  seven  IBM  central  processors  and  associated 
peripherals  in  support  of  its  various  processing  services. 

Data  centers  are  located  in  Houston  (TX),  Cherry  Hill  and  Lombard 
(NJ),  Cincinnati  (OH),  Ambler  (PA)  and  Richmond  (VA). 


Principal  competitors  include  Systematics  (Alltel),  Electronic  Data 
Systems,  FIserv,  M&I  Data  Services,  Newtrend,  NCR,  The  Principle 
Group,  Hewitt  Associates,  Federated  Investors,  Concord  Financial 
Group,  SEI  Corporation,  as  well  as  various  regional  firms. 
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THE  BISYS  GROUP,  INC.  Lynn  J.  Mangum,  Chairman  and  CEO 

150  Clove  Road  Paul  H.  Bourke,  President  and  COO 

Little  Falls,  NJ  07424  Public  Corporation,  NASDAQ 

(201)  812-8600  Total  Employees:  622  (1/92) 

Total  Revenue,  Fiscal  Year  End 
6/30/91:  $62,946,000 


The  Company  The  BISYS  Group,  Inc.  (BISYS)  is  a leading  third-party  provider  of 

transaction  processing  and  related  services  to  the  financial  services 
industry. 

• The  company's  principal  services  are  provided  to  commercial 
banks  and  thrifts  through  its  TotalPlus™  IBM  mainframe-based 
processing  service. 

• As  the  result  of  several  acquisitions,  BISYS  also  provides 
mortgage  and  commercial  real  estate  loan  sub-servicing  to  banks 
and  other  clients  and  item  and  currency  processing  services  to 
banks  and  retail  organizations. 

BISYS  was  organized  in  August  1989  to  acquire  certain  banking  and 
thrift  data  processing  operations  from  Automatic  Data  Processing, 
Inc.  (ADP).  Together  with  its  predecessors,  BISYS  has  been 
providing  processing  services  for  over  25  years.  The  company's 
current  strategy  is  to: 

• Be  the  single  source  for  automated  solutions 

• Provide  a single  product  on  consistent  platforms 

• Pursue  balanced  growth,  through  new  clients,  cross-selling  of 
services,  and  strategic  acquisitions  of  businesses  that  provide 
complementary  services  to  financial  institutions 

• Maximize  recurring  revenues  through  long-term  contracts 

In  February  1992,  BISYS  issued  a prospectus  in  anticipation  of  an 
initial  public  offering  of  5.5  million  shares  of  its  common  stock,  of 
which  5.2  million  shares  are  being  sold  by  the  company  and  the 
remainder  by  selling  shareholders.  Estimated  net  proceeds  to  the 
company  of  $62.3  million  will  be  used  to  pay  outstanding  debt,  to 
redeem  preferred  stock,  and  to  increase  working  capital. 
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BISYS'  fiscal  1991  revenue  was  $62.9  million,  a 15%  increase  over 
fiscal  1990  revenue  of  $54.7  million. 

• Despite  increasing  revenues,  BISYS  has  not  reported  net  income 
since  inception  primarily  because  of  the  amortization  of 
intangible  assets  associated  with  the  acquisition  from  ADP  and 
interest  expenses  associated  with  acquisition-related 
indebtedness. 

• In  the  five-year  summary  that  follows,  fiscal  1990  pro  forma 
results  reflect  a full  year  of  operations,  as  if  the  acquisition  from 
ADP  had  occurred  on  July  1,  1989.  Results  for  fiscal  1989,  1988, 
and  1987  reflect  the  operations  of  the  predecessor  company, 
ADP-BIS,  Inc. 


BISYS  AND  PREDECESSOR 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

BISYS 

PREDECESSOR 

ITEM 

6/91 

6/90 

6/89 

6/88 

6/87 

Revenue 

$62.9 

$54.7 

$41.4 

$35.3 

$33.2 

Operating  earnings 
before  amortization 

$10.1 

$7.8 

$6.4 

$4.6 

$3.2 

Income  (loss)  before  taxes 

$(17.3) 

(a)(b) 

$(19.7) 

(a)(b) 

$6.5 

$4.6 

$3.2 

Net  income  (loss) 

$(17.3) 

$19.7) 

$4.1 

$2.8 

$1.8 

Earnings  (loss)  per  share 

$(3.61) 

$(4.31) 

N/A 

N/A 

N/A 

(a)  Includes  amortization  of  intangible  assets  of  $20.4  million  in  fiscai  199 1 and  $20.2  miliion  in  fiscal 
1990. 


(b)  Includes  interest  expenses  of  $7.0  million  in  fiscal  199 1 and  $7.4  million  in  fiscal  1990. 

BISYS  management  attributes  revenue  growth  in  fiscal  1991  to  the 
company's  direct  sales  to  new  clients,  cross-sales  to  existing  clients, 
and  to  full-year  revenues  from  an  acquisition  made  during  1989. 

Revenue  for  the  six  months  ending  December  31,  1991  reached 
$33.8  million,  a 14%  increase  over  $29.8  million  for  the  same  period 
in  1990.  Approximately  $2.5  million  of  this  revenue  growth  was 
derived  from  new  sales  and  internal  growth,  while  about  $1.5 
million  was  from  acquisitions. 
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Due  to  financial  difficulties,  consolidation,  and  regulatory 
intervention  in  the  financial  services  industry  over  the  last  few  years, 
a number  of  BISYS'  clients  have  been  acquired  or  have  experienced 
financial  difficulties,  including,  in  some  cases,  insolvency,  U.S. 
government  takeover  and/or  complete  liquidation. 

• During  fiscal  1990  and  1991,  and  the  six  months  ending 
December  31, 1991,  BISYS  lost  4,  17,  and  18  of  its  thrift  clients, 
respectively,  to  regulatory  intervention,  representing  total 
annualized  revenues  of  about  $7.0  million. 

• An  additional  20  thrift  clients,  which  account  for  approximately 
$6.0  million  in  annualized  revenues,  were  under  regulatory 
management  as  of  December  31,  1991.  BISYS  continues  to 
provide  processing  to  these  clients  until  their  status  is  resolved. 

Acquisitions  made  by  BISYS  (all  accounted  for  on  a purchase  basis) 
include  the  following: 

■ In  January  1992,  BISYS  acquired  Triatatron  Software  Services, 
Inc.  (TSSI)  for  $1.4  million  plus  payments  based  on  future 
performance.  TSSI  provides  processing  services  for  mortgage 
loans  and  mortgage  loan  sub-servicing  to  banks.  TSSI  now 
operates  as  a subsidiary  of  BISYS. 

• In  November  1991,  BISYS  acquired  certain  assets  of  JRS,  Inc. 
for  $1.0  million  in  cash  plus  12%  of  revenue  from  JRS  clients 
retained  over  the  subsequent  two  years.  JRS  provides  item 
processing  and  vault  services  for  currency  and  coinage  to 
financial  institutions  and  retail  organizations.  It  now  operates  as 
BISYS  Document  Processing  Inc.,  a wholly  owned  subsidiary  of 
BISYS. 

• In  September  1991,  BISYS  acquired  Litton  Mortgage  Servicing 
Center,  Inc.,  a Texas  mortgage  and  commercial  real  estate  loan 
sub-servicing  company,  for  $2.8  million.  Services  are  provided 
nationwide  to  financial  institutions,  insurance  companies,  private 
investors,  and  U.S.  government  agencies.  This  unit  operates  as  a 
subsidiary  of  BISYS. 

• In  October  1989,  BISYS  acquired  Data  Systems  Corporation 
(DSC)  for  $4.4  million  plus  payments  based  on  future 
performance.  DSC  provided  processing  services  to  about  50 
thrift  institutions  in  the  Southeast  Atlantic  coast  region. 

Competitors  include  Systematics  (Alltel),  Electronic  Data  Systems, 
FIserv,  M&I  Data  Services,  Mellon  Information  Systems,  and  NCR, 
as  well  as  various  regional  firms. 
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Services 


Most  of  BISYS'  processing  contracts  provide  for  an  initial  term  of 
three  to  five  years  and  automatically  renew  for  successive  one-  to 
three-year  terms,  unless  terminated  by  either  party. 

• The  fee  structure  is  based  on  the  number  of  accounts  maintained 
and  transactions  handled  for  each  services,  subject  to  minimum 
monthly  charges  plus  additional  charges  for  special  options  and 
features. 

• BISYS  generated  approximately  93%  and  91%  of  revenues  in 
fiscal  1991  and  1990,  respectively,  from  clients  who  were  clients 
during  the  prior  fiscal  year. 

BISYS'  TotalPlus  system  supports  all  aspects  of  a bank's  automated 
requirements  related  to  its  operations,  customer  management,  and 
product  distribution  functions  through  proprietary  central  site 
computing. 

• Commercial  bank  and  thrift  institution  clients  are  able  to  operate 
in  on-line  real-time  mode,  memo-post  mode,  or  batch  mode,  or 
in  any  combination  of  the  three. 

• Services  are  provided  using  IBM  mainframes  located  at  BISYS' 
five  major  data  centers  located  in  the  Philadelphia,  Chicago, 
Cincinnati,  Houston,  and  Richmond  metropolitan  areas.  The 
centers  interface  with  microcomputers  or  third-party  terminals 
located  at  the  clients'  premises. 

• Central  site  processing  applications  provided  by  BISYS  include: 

- Customer  information  file  management  services 

- Loan  services 

- Deposit  services 

- Electronic  banking  services 

- Financial  management  services 

- Transaction  and  data  management  services 

• Client  site  processing  applications  supported  by  BISYS  include: 

- New  business  systems,  including  Total  Automated  Branch 
System  (Platform  Module),  Total  Loan  Manager,  Total 
Marketing  Manager,  and  Total  Sales  Manager 


Page  4 of  6 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


April  1992 


THE  BISYS  GROUP,  INC. 


INPUT 


- Operations  and  electronic  interface  systems,  including  Total 
Automated  Branch  System  (Teller  Module),  Total  Access 
Banking  (voice  response  system).  Total  Report  Manager,  and 
Total  Check  Processing  System 

- Financial  reporting  and  analysis  systems,  including  Total 
Financial  Manager  and  Total  Automatic  Report  Generator 

• Ancillary  services  provided  by  BISYS  include  technical  support, 
communications  management,  consulting,  and  the  sale  (or  third- 
party  leasing),  licensing,  and  installation  of  microcomputer 
hardware,  software,  and  peripherals. 

• In  its  TotalPlus  operations,  BISYS  services  over  8.8  million 
separate  accounts  for  approximately  39  commercial  banks,  214 
thrift  institutions,  and  10  other  institutions,  primarily  mortgage 
banks. 

BISYS  Document  Processing,  Inc.  (formerly  JRS)  provides  item 
processing,  which  consists  primarily  of  check  and  deposit  processing, 
at  its  Houston,  Richmond,  and  Dallas  facilities,  and  markets 
services  for  currency  and  coinage  processing  at  the  Houston  facility. 

• BISYS  currently  provides  item  processing  for  approximately  49 
clients. 

BISYS  provides  nationwide  mortgage  and  commercial  real  estate 
loan  sub-servicing  through  its  Litton  and  TSSI  subsidiaries  to 
financial  institutions,  insurance  companies,  private  investors,  and 
U.S.  government  agencies. 

• Services  are  provided  primarily  under  fixed-fee  schedules  that 
are  generally  less  than  the  client's  internal  cost. 

• Through  TSSI,  BISYS  also  offers  proprietary  micro-based  loan 
processing  and  document  preparation  services  to  banks. 

• BISYS  currently  provides  mortgage  sub-servicing  for 
approximately  71  clients  and  other  mortgage  loan  data 
processing  services  for  approximately  112  clients. 
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Industry  Markets 

The  target  market  for  TotalPlus  services  consists  of  small  and 
midsized  institutions  (commercial  banks  with  $50  million  to  $500 
million  in  assets  and  thrift  institutions  with  $100  million  to  $2  billion 
in  assets)  and  major  institutions  (commercial  banks  with  $500 
million  to  $2  billion  in  assets  and  thrifts  with  $2  billion  to  $5  billion 
in  assets). 

Geographic 

Markets 

One  hundred  percent  of  BISYS'  revenue  is  derived  from  the  U.S. 
The  company's  clients  are  located  in  31  states. 

Offices  are  in  Little  Falls  and  Cherry  Hill  (NJ),  Houston  (TX),  San 
Francisco  (CA),  Oklahoma  City  (OK),  Lombard  (IL),  Cincinnati 
(OH),  and  Richmond  (VA). 

Computer 

Hardware 

BISYS  owns  or  leases  10  IBM  mainframes  in  support  of  its  various 
processing  services. 

Data  centers  are  located  in  Houston,  Cherry  Hill,  Lombard, 

Cincinnati,  and  Richmond. 

a 
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COMPANY  PROFILE 


BLUEBIRD  SYSTEMS,  INC.  Hal  Tilbury,  President  and  CEO 

5900  La  Place  Ct.  Private  Company 

Carlsbad,  CA  92008  Total  Employees:  180 

(619)  438-2220  Total  Revenue,  Fiscal  Year  End 

10/31/88:  20,000,000* 

• INPUT  estimate 


The  Company  Bluebird  Systems,  Inc.  (Bluebird),  founded  in  1982,  offers 

microcomputer  software  and  turnkey  systems  to  multiple  vertical 
and  cross-industry  markets. 

INPUT  estimates  Bluebird's  revenue  is  increasing  and  reached 
approximately  $20  million  for  the  year  ended  October  31,  1988. 

Bluebird  currently  employs  approximately  180  people. 


Key  Products  and  Bluebird's  systems  software  offerings  include  the  following: 

Services 


• Bluebird  offers  a proprietary  microcomputer  operating  system, 
SuperDOS^,  that  features  a multi-user,  multitasking 
environment.  Some  of  the  features  provided  by  the  operating 
system  include:  a multi-keyed  ISAM  for  efficient  file  retrieval, 
record  locking  to  maintain  data  integrity,  advanced  security 
features  to  prevent  unauthorized  access,  and  error  checking  and 
correction  for  reliable  data  communication. 

• SuperDOS/Business  BASIC™  offers  the  same  features  of 
SuperDOS  as  well  as  an  enhanced  BASIC  programming 
language  based  on  Data  General's  Business  Basic  for 
minicomputers. 

• DBComp  Compiler  is  an  enhanced  version  of  Datapoint 
Corporation's  Databus  language.  DBComp  Compiler  was 
developed  for  Bluebird  by  Sunbelt  Computer  Systems. 

• Other  compilers  marketed  by  Bluebird  include:  Basic-2C™, 
Professional  Pascal™,  High  C™,  and  RM/COBOL™-85. 

• Bluebird's  systems  software  products  are  designed  for  use  on 
Intel  8088-,  80286-  and  80386-  based  systems. 
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Bluebird's  application  software  products  run  on  the  company's 
SuperDOS  operating  system  and  include  the  following: 

• The  Plant  Manager™  is  a fully  integrated  manufacturing 
management  system  for  IBM  PC,  XT,  AT,  PS/2  and  compatible 
systems  that  include  the  following  modules: 

- Manufacturing  Order  Processing 

- MRP  with  Master  Scheduling 

- Inventory  Management 

- Production  Control 

- Purchase  Order  Management 

- Bill  of  Materials 

- Sales  Analysis 

- General  Ledger 

- Accounts  Payable 

- Accounts  Receivable 

- Payroll 

- Fixed  Assets 

- Job  Costing 

- Reporter 

• AutoMate  is  a car  rental  agency  management  system.  The 
system  is  designed  to  handle  multiple  offices  and  fleets  of 
between  100  and  2,500  vehicles. 

- AutoMate  runs  on  multi-user  microcomputers. 

- AutoMate  has  over  300  installations. 

• Vans  is  a management  system  for  van  and  storage  companies. 

- VanS  is  compatible  with  SuperDOS. 

- There  are  approximately  300  installations  of  VanS. 

• Word  Manager  is  a word  processing  system  for  multi-user 
microcomputers. 

- Word  Manager  has  approximately  400  installations,  and 
licenses  for  $695. 

• TURNS'*^  is  an  integrated  information  management  system  for 
wholesale  and  retail  distribution.  TURNS  automates  the 
functions  of  order  entry,  inventory  management,  accounts 
receivable  and  purchasing. 
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- TURNS  runs  on  multi-user,  multi-tasking  IBM  PC,  XT,  or 
AT  microcomputers. 

• TRANSPRO/2  is  a vehicle  management  system  for  IBM  AT, 

PS/2,  and  compatible  microcomputers.  TRANSPRO/2 

modules  include  the  following; 

- The  Freight  Accounting  System  is  designed  to  handle  the 
accounts  receivable  functions  of  a freight  company. 

- The  Freight  Settlements  System  is  designed  to  handle  the 
payroll  functions  of  a freight  company  including  generating 
bonus  plans,  earnings  reports  and  the  printing  of  1099  forms. 

- The  Freight  Billing  System  is  designed  to  handle  the  billing 
functions  of  a freight  company  as  well  as  posting  the 
appropriate  entries  to  the  accounts  receivable  and  accounts 
payable  systems. 

- Fuel  & Mileage  Reporting  is  designed  to  generate  the 
reports  required  by  each  state  based  on  fuel  consumption 
and  mileage  figures.  The  system  also  generates  a variety  of 
summary  and  analysis  reports  useful  for  the  analyzation  of 
fleet  operations. 

- Freight  Manifesting  is  designed  to  provide  a means  of 
creating  manifests  while  entering  bills.  The  system  also 
tracks  each  manifest  through  its  trip. 

- Interline  Payables  handles  the  accounts  payable  aspects  of 
interline  carrier  operations. 

- Electronic  Data  Interchange  enables  processor-to-processor 
exchange  of  data  on  billing,  ordering,  and  shipment 
information.  The  system  will  automatically  perform  certain 
business  transactions  with  customer  or  supplier  computers. 

- The  Vehicle  Investment  Analyzer  is  designed  to  assist 
management  in  determining  the  economics  of  replacing  a 
vehicle,  the  optimum  type  of  replacement  vehicle,  and  the 
optimum  option  package  for  the  replacement  vehicle. 

- The  Vehicle  Maintenance  Reporting  Standards  Information 
System  maintains  a data  base  of  vehicle  maintenance  records 
including  maintenance  supplier  information  associated  with 
each  maintenance  record.  The  system  enables  a fleet 
manager  to  determine  maintenance  schedules,  select  service 
vendors,  and  analyze  maintenance  and  vehicle  investment. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


Bluebird  targets  its  products  to  value  added  resellers  (VARs)  who 
sell  to  the  appropriate  vertical  markets.  Bluebird  currently  has  a 
network  of  approximately  700  VARs  selling  its  products. 

Bluebird  sells  its  operating  system  to  transaction-oriented 
businesses  in  which  system  speed  is  crucial. 


Bluebird  sells  its  products  primarily  in  the  U.S.  The  company  also 
has  an  international  sales  group,  based  in  Carlsbad  (CA),  that 
promotes  sales  to  the  Pacific  Rim,  Canada,  South  America,  and 
Europe.  Sales  are  broken  down  approximately  as  follows: 

U.S.  82% 

International  18% 

100% 


Bluebird  maintains  a number  of  IBM  PS/2s,  WYSE  286s  and  386s, 
and  Altos  microcomputers  for  development  and  support  functions. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Bluebird  Systems 

6352  Corte  del  Abeto 
Suite  A 

Carlsbad,  CA  92008 
(619)  438-2220 

CEO;  Hal  Tilbury,  President 
Private  Company 
Founded;  1982 

Employees:  110(11  /86) 

Revenue  (FYE  10/31/86):  $12  million* 


The  Company:  Bluebird  Systems  provides  systems  and  application  software  and 
turnkey  systems  to  various  cross  industry  and  vertical  markets 

Sources  of  Revenue; 

Systems  Software 
Application  Software 
Turnkey  Systems 

Key  Products: 

Systems  Software  (Utilizes  IBM  PC/XT  and  AT  microcomputers) 

• SuperDOS  operating  system 

• SuperDOS/Business  BASIC  (language  compiler) 

• DB  COMP  language  compiler 

• PASCAL  language  compiler 

- Application  Software  (Utilizes  IBM  PC/XT  and  AT  microcomputers) 

• Plant  Manager  plant  (facility)  management  system 

• AutoMate  automobile  rental  agency  management  system 

• TURNS  provides  cross  industry  distribution  functions 

• VanS,  a management  system  for  van  and  storage  companies 

- Turnkey  Systems  (Utilizes  IBM  PC/XT  and  AT  microcomputers) 

• Turnkey  systems  use  the  application  software  packages  listed  above 

Target  Industries: 

Cross  industry 
Manufacturing 
Auto  rental  agencies 
Van  and  storage  companies 


*Company  estimate 
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Geographic  Markets: 

- U.S.  (95%) 

- Non-U.S.  (5%) 


o 
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COMPANY  HIGHLIGHT 


BMA  DATA  PROCESSING,  INC. 

I 174  East  2700  South,  Suite  21 
Salt  Lake  City,  UT  84106 
(801)  486-0033 


)/ 

Paul  Evans,  President 
70%  owned  subsidiary  of  Central 
Bank  & Trust  Co. 

Total  employees;  37  full  time, 

15  part  time 

Total  revenues  for  fiscal  year  end 
12/31/77:  $1,500,000 
Non-captive  revenues:  $1,350,000 


THE  COMPANY 

• BMA  Data  Processing,  Inc.  (BMA)  was  incorporated  in  Utah  in  1955  as  Business 
Machines  Accounting,  Inc.  Management  changed  the  name  to  BMA  because 
the  firm  was  often  mistaken  for  an  accounting  machine  repair  shop. 

BMA  began  as  a batch  processing  service  bureau.  In  1970,  it  added 
remote  computing  capability  to  its  processing  services. 

Today  BMA  provides  accounting  oriented  applications  to  banks  and 
a variety  of  business  users. 

• Revenues  for  fiscal  1978  are  expected  to  reach  $1,750,000,  a 17%  increase 
over  the  $1.5  million  for  1977.  In  fiscal  1977: 

Total  income  before  taxes  and  extraordinary  items  was  about  12%  of 
revenues  or  $180,000. 

Net  income  was  about  8%  of  revenues  or  $120,000. 

The  parent  company.  Central  Bank  & Trust  Co.,  generated  about 
10%  of  revenues. 

• BMA  has  37  full  time  employees  and  15  part  time  employees,  who  are 
distributed  by  function  as  follows: 

Marketing  and  support  9 

Software  services  and  systems  design 
(includes  two  part  time  people)  12 

Computer  operations  (includes  13  part  time 
persons  who  balance  bank  totals  and  perform 
delivery  services)  23 

General  and  administrative 

52  (part  and  full 
time) 
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BMA  has  not  made  any  acquisitions  since  it  acquired  Systems  Programming, 
Inc.,  in  1971.  Systems  Programming  manufactures  communications  processors 
which  are  sold  exclusively  to  BMA. 


KEY  PRODUCTS  AND  SERVICES 

• Processing  services  generated  approximately  99%  of  BMA's  fiscal  1977  rev- 
enues, professional  services  about  1%,  as  shown  below: 

Processing  99% 

. Remote  computing  49.5 

. Batch  49.5 

Professional  services  I 

100% 

• Batch  mode  processing  is  comprised  mainly  of  check  processing  applications 
for  banks. 

BMA  serves  19  banks  and  four  thrift  institutions. 

Management  states  that  BMA  is  physically  equipped  to  perform  elec- 
tronic funds  transfer  applications  for  bank  customers  but  has  not  had 
much  demand  for  this  application  so  far. 

• All  remote  computing  services  are  interactive  and  consist  of  general  business 
and  industry  specialty  applications  to  a variety  of  companies. 

General  business  services,  generating  40%  of  revenues,  consist  of  a 
general  ledger  system  that  includes  payroll,  inventory  control,  accounts 
payable,  and  accounts  receivable. 

Specialty  services  include  job  costing  for  the  construction  industry  and 
patient/client  billing  for  physicians,  dentists,  and  attorneys,  together 
generating  20%  of  revenues;  and  check  processing  for  banks,  generating 
40%  of  revenues. 

• Professional  services  are  generally  provided  to  processing  services  users. 

Minor  customizations  are  generally  available  for  no  charge. 

Software  enhancements  are  offered  on  a fee  basis. 

Other  fee-basis  projects  include  evaluation  of  overall  information 
systems  needs  for  current  or  prospective  customers. 


- 2 - 
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APPLICATIONS  Revenues  from  industry  specialty  and  general  business  services  are 
derived  as  shown  below: 

Industry  specialty 
General  business 

100% 


60% 

40 


INDUSTRY  MARKETS  Revenues  are  concentrated  in  the  finance  and  banking  indus- 
try, as  shown  in  the  following  approximate  distribution  of  revenues: 


Discrete  manufacturing  - mostly  light 
manufacturing 
Banking  and  finance 

Commercial  banks  (includes 
approximately  10%  of  revenues 
generated  by  parent  company  38 

Thrift  2 

Wholesale  distribution 
Services  primarily  accounting  and 
bookkeeping 
Other:  construction 

Remaining  revenues  - from  transportation 
(trucking),  repair  shops,  retail  distribution,  etc. 


7% 

40 


6 

6 

8 

33 

100% 


GEOGRAPHIC  MARKETS  Revenues  are  concentrated  entirely  in  the  Mountain 
states  region  of  the  U.S.  The  majority  of  business  is  generated  in  the  Provo  to  Ogden 
corridor  of  Utah.  Customers  are  also  located  in  Colorado,  Nevada,  and  Wyoming. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• The  following  equipment  is  used  to  provide  processing  services: 

One  Xerox  Sigma  7 runs  under  a customized  operating  system. 

Three  Tandem  T/16  CPUs  run  under  Guardian.  BMA  also  uses  Tandem's 
DBMS,  called  INSCRIBE. 

• A communications  network,  which  consists  of  leased  private  lines,  links 
Denver  and  Las  Vegas  clients  to  Salt  Lake  City. 


- 3- 

September  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY 

PROFILE 


BMC  SOFTWARE,  INC. 


P.O  Box  2002 

Sugar  Land,  TX  77487-2002 
Phone:  (713)240-8800 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


President  & CEO: 
Status: 


Max  P.  Watson  Jr. 

Public 


NASDAQ 
782  (3/92) 


$184,607,000 

3/31/92 


Key  Points 


• Founded  in  1980,  BMC  Software,  Inc.  (BMC)  has  based  its  product 
strategy  on  developing  the  systems  software  that  will  ensure  the 
availability,  performance,  integrity,  and  control  of  the  mainframe 
data  base  and  data  communication  systems  of  major  corporations, 
government  agencies,  and  other  large  institutions, 

• BMC's  steady  growth  and  profitability  over  the  past  five  years  has 
been  well  above  industry  norms  (averaging  50-60%  in  revenue,  net 
income,  and  earnings  per  share). 

• Revenues  continued  to  grow  at  44%  in  the  past  year,  despite  the 
economic  slowdown  and  trends  toward  downsizing  of  information 
systems.  With  many  large  systems  shops  holding  off  on  major 
hardware  purchases,  software  to  improve  performance  of  their 
current  mainframe  systems  has  a particular  appeal. 
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Company 

Description 

BMC  Software  develops,  markets,  and  supports  systems  software 
products  to  enhance  IBM  mainframe  data  base  management,  network 
management,  and  data  communications  software,  principally  IMS/DB, 
IMS/TM,  DB2,  and  CICS. 

• The  company’s  products  are  designed  to  improve  performance, 
eliminate  bottlenecks,  facilitate  recovery,  lower  data  center  and 
network  operating  costs,  and  reduce  the  need  for  hardware  and 
software  upgrades. 

• BMC  sells  all  of  its  products  via  telemarketing,  direct  mail,  and 
product  seminars.  Through  these  channels,  the  company's  sales 
force  targets  its  efforts  toward  data  center  personnel  who  make 
systems  software  purchase  decisions,  encouraging  them  to  accept 
and  test  a product  on  a free  trial  basis. 

• The  telemarketing  approach  lowers  the  cost  of  sales  well  below  field 
sales,  and  allows  the  company  to  build  a predictable  business 
pipeline.  This,  plus  a large  number  of  annual  maintenance 
agreements,  gives  BMC  more  earnings  visibility  than  most 
mainframe  software  suppliers. 

Acquisitions 

Although  BMC's  growth  strategy  is  based  on  internal  product 
development,  BMC  has  made  a small  number  of  company  or  product 
acquisitions  in  the  past  three  years.  Key  acquisitions  include  the 
following: 

• In  December  1991,  BMC  acquired  the  mainframe  systems  software 
products  and  customer  licenses  of  Schumann 
Untemehmensberatung  AG,  a German-based  software  consulting 
and  marketing  organization,  for  approximately  $5.6  million.  The 
acquisition  allowed  BMC  to  pick  up  a large  installed  base  of  IMS 
products  and  additional  development  expertise  in  IMS  utilities. 

• In  November  1990,  BMC  acquired  the  outstanding  stock  of  Integrity 
Solutions  Inc.  (ISI),  a privately  held  Littleton  (CO)  company,  in  a 
pooling  of  interests.  ISI's  journal  management  and  data  recovery 
products  for  CICS  and  VSAM  were  repackaged  and  enhanced  as 
seven  new  BMC  products,  collectively  known  as  the  CICS  Integrity 
Series. 

• In  January  1989,  the  company  acquired  Trimar  Software  Systems 
Ltd.  for  $4.5  million  in  cash.  Trimar  developed  the  Trimar  Fast  Path 
Series  of  products  for  the  IMS/VS  Fast  Path  Subsystem. 
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Alliances  During  fiscal  1992,  BMC  announced  a DB2  technology  development 

agreement  with  Bachman  Information  Systems  (Burlington,  MA), 

• As  of  September  1991,  the  two  companies  agreed  to  trade 
technology  in  order  to  develop  products  that  facilitate 
synchronization  of  the  data  model  design  with  physical  data  base 
implementation. 

• BMC's  focus  is  DB2  administration,  monitoring,  utilities,  and 
compression,  while  Bachman  markets  tools  for  re-engineering, 
development,  and  maintenance  of  large-scale  information  systems. 


Financials  BMC's  fiscal  1992  total  revenues  reached  $184.6  million,  a 44% 

increase  over  fiscal  1991  revenue  of  $128.2  million.  Net  income  rose 
90%,  from  $24.4  million  in  fiscal  1991  to  $46.2  million  in  fiscal  1992.  In 
the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflect  a change  in  the  method  of  accounting  for  first-year  maintenance 
revenue. 


BMC  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  Increase 

$184.6 

$128.2 

$85.6 

$53.2 

$36.4 

from  previous  year 

44% 

50% 

61% 

46% 

N/A 

Income  before  taxes 
• Percent  Increase 

$66.8 

$36.5 

$23.7 

$10.9 

$7.0 

from  previous  year 

83% 

54% 

118% 

55% 

N/A 

Net  income 

$46.2 

$24.4 

$15.8 

$7.8 

$4.5 

■ Percent  increase 
from  previous  year 

90% 

54% 

103% 

72% 

N/A 

Earnings  per  share 
• Percent  increase 

$1.79 

$0.97 

$0.65 

$0.34 

$0.19 

from  previous  year 

85% 

49% 

91% 

79% 

N/A 

(a)  Results  were  restated  in  April  1992  to  reflect  a change  in  the  method  of  accounting  for  first-year 
maintenance  revenues. 
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Employees 


BMC  management  characterized  the  past  year's  financial  results  as  a 
continuation  of  the  company’s  steady  growth  and  profitability  over  the 
past  several  years,  which  it  says  is  the  result  of  its  execution  of  a proven 
business  strategy. 

• Total  license  revenues  increased  by  40%  in  fiscal  1992,  due  primarily 
to  increased  sales  of  the  IMS  Database  Utilites  and  Masterplan 
products  for  DB2. 

- North  American  license  revenue  grew  28%  to  $55.5  million. 
Slowed  growth  was  attributed  to  weak  U.S.  and  Canadian 
economies,  increased  competitive  pressures  in  the  DB2  tools  and 
utilities  market  and  BMC's  delayed  introduction  of  new  software 
products. 

- International  license  revenues  increased  57%  to  $50.2  million, 
due  primarily  to  the  strong  performance  of  German  operations, 
the  company's  largest  international  office,  and  to  significant 
growth  of  its  French,  Danish,  and  Japanese  operations  as  these 
newer  offices  added  sales  personnel  and  became  more 
productive. 

• Maintenance  revenues  increased  50%  to  $78.9  million  due  to 
continued  growth  in  the  base  of  installed  products  and  high 
maintenance  renewal  rates. 

Research  and  development  costs  were  $24.1  million  (13%  of  total 
revenues)  in  fiscal  1992,  $19.4  million  (15%  of  total  revenues)  in  fiscal 
1991,  and  $12.9  million  (15%  of  total  revenues)  in  fiscal  1990. 


As  of  March  31,  1992,  BMC  had  782  full-time  employees,  segmented  as 
follows: 

Sales  and  marketing  250 

Research,  development, 
and  support  334 

Administration  and  finance  198 

782 

The  company  currently  has  809  employees. 
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Competition 


Competition  comes  largely  from  EBM  and  several  independent  software 
vendors.  Although  IBM  is  a direct  competitor  and  represents  potential 
competition,  its  systems  software  products  have  provided  opportunities 
for  BMC. 

• Some  BMC  products,  including  two  of  its  largest  selling  products, 
LOADPLUS™  and  DELTA/IMS,  are  essentially  improved  versions 
of  IBM  utilities  that  are  provided  as  part  of  integrated  systems  such 
as  IMS/DB  and  DB2  data  bases  and  IMS/TM  and  CICS. 

• BMC  faces  additional  competition  on  a smaller  scale  from  more 
recent  entrants  to  the  utilities  market,  as  well  as  from  hardware 
vendors. 


Key  Products  and 
Services 


BMC  derives  100%  of  its  revenue  from  product  licenses  and  software 
maintenance  fees. 


• License  fee  revenue  is  primarily  from  one-time  perpetual  licenses 
and,  to  a substantially  lesser  extent,  from  annual  lease  and  monthly 
rental  charges. 

• Maintenance  fees  have  increased  as  a percentage  of  total  revenues 
due  to  growth  of  the  customer  base,  high  maintenance  renewal  rates, 
and  increased  maintenance  fees  resulting  from  a trend  among 
customers  to  upgrade  to  more  powerful  CPUs. 

A three-year  source  of  revenue  summary  showing  license  and 
maintenance  revenue  percentages  follows: 

BMC  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
PRODUCT  UCENSES  AND  MAINTENANCE  FEES 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Product  licenses  (a) 

$105.7 

57% 

$75.4 

59% 

$53.3 

62% 

Maintenance 

78.9 

43% 

52.8 

41% 

32.3 

38% 

TOTAL 

$184.6 

100% 

$128.2 

100% 

$85.6 

100% 

(a)  Includes  CPU  upgrade  fees  representing  23%,  17%,  and  11%  of  total  revenue  in  fiscal  1992,  1991, 
and  1990,  respectively. 
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As  of  March  31,  1992,  BMC  had  licensed  over  14,000  copies  of  its 

products  to  more  than  5,000  customers  worldwide. 

BMC  currently  markets  55  products  (as  shown  in  the  exhibit) 

comprising  nine  product  groups: 

• The  Masterplan™  for  DB2  products  include  products  for  change 
management,  administration,  performance  monitoring,  DASD  data 
compression,  and  utility  management.  The  company  had  an  early 
start  in  this  market  with  seven  products  released  in  the  first  two 
years  of  the  product  line. 

• IMS  Database  Utilities  products  streamline  the  recovery  and 
reorganization  of  large,  structured  IMS  data  bases,  providing 
enhanced  data  integrity  and  reduced  DASD  space.  Many  of  the 
products  replace  standard  utilites  included  in  IBM's  integrated 
IMS/DB  package. 

• IMS/TM  Enhancements  Series  products  expand  the  capabilities  of 
the  IMS  data  communication  product. 

• IMS  Application  Enhancements  Series  products  improve  the 
performance  of  batch  applications. 

• The  Trimar  Fast  Path  Series,  for  the  IMS/VS  Fast  Path  subsystem,  is 
used  in  very  large,  transaction-intensive  data  centers. 

• The  CICS  Integrity  Series  allows  on-line  access  to  batch  applications 
and  provides  data  integrity  and  recovery  functions  for  CICS/VSAM 
data. 

• Network  Performance  Series  products  are  designed  to  improve 
users'  response  times  in  conununications  between  IBM  mainframes 
and  3270  terminals  or  PCs. 

• DASD  Data  Compression  Series  products  reduce  the  space  required 
to  store  data  on  direct  access  storage  devices  and  can  eliminate  the 
need  for  additional  disk  drives. 

• The  VSE  Series  of  products  was  developed  for  DL/1  data  bases  and 
includes  products  also  found  in  other  BMC  product  lines. 
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EXHIBIT 

BMC  SOFTWARE  PRODUCTS 


PRODUCT  GROUP/PRODUCT  NAME 

PRODUCT  GROUP/PRODUCT  NAME 

Masterplan™  for  DB2 

Trimar  Fast  Path  Series 

- Change  Manger 

- Trimar  Fast  Path  Analyzer 

- Catalog  Manager 

- Trimar  Fast  Path  Unload/Reload 

- Alter 

- Trimar  Fast  Path  Online  Utilites 

- DASD  Manager 

- Trimar  Online  DEDB  Image  Copy 

- Unload  Plus 

- Trimar  Fast  Recovery  Control 

- Loadplus^ 

- Trimar  Restart  Control  Facility 

- Reorg  Plus 

- Copy  Plus 

- Rimary  DEDB  Secondary  Index  Facility 

- Recover  Plus 

- Activity  Monitor 

CICS  Integrity  Series 

- Opertune^'^ 

- VSAM  Access/CICSTM 

- DataPacker^^ 

- Recovery  Plus  for  CICS  (MVS) 

- Recovery  Plus  for  CICS  (VSE) 

IMS  Database  Utilites  Series 

- Recovery  Plus  for  VSAM  (MVS) 

- Recovery  Plus  for  VSAM  (VSE) 

- Data  Packer^/IMS 

- Journal  Manager  Plus  (MVS) 

IMS  Integrity  Solutions: 

- Database  Integrity  Plus 

- Journal  Manager  Plus  (VSE) 

- Pointer  Checker  Pius 

IMS  Backup  and  Recovery  Solutions: 

Network  Performance  Series 

- Image  Copy  Plus 

- Ultraopt^'^/VTAM 

- Recovery  Plus 

- 3270  Superoptimizer^/IMS 

IMS  Reorganization  Solutions 

- 3270  Superoptimizer^/CICS 

- Unload  Plus 

- 3270  Superoptimizet^/CICS  for  VSE 

- Loadplusf’ 

- 3270  Superoptimizer^/VM 

- Prefix  Resolution  Plus 

- 3270  Optimizer/I  MS 

- Secondary  Index  Utility 
IMS/TM  Enhancements  Series 

- Delta  IMSR  DC 

- 3270  Optimizer/CICS 

- 3270  Optimizer/CICS  for  VSE 

DASD  Data  Compression  Series 

- Delta  IMSR  DB/DC 

- Data  Packer^/OS 

- Delta  IMS  Virtual  Terminal 

- Data  Packer'^/VSAM 

- Local  Copy  Plus 

- Data  Packer^/Fast  Path 

IMS  Application  Enhancements  Series 

VSE  Series 

- Batch  Control  Facility 

- Reorg  Plus  for  VSE 

- BMP  Restart 

- Reorg  Plus  for  VSE  with 
Secondary  Index  feature 

- Backup  and  Verification  for  VSE 
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A three-year  source  of  revenue  summary  by  product  group  follows: 

BMC  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
PRODUCT  GROUPS 
($  millions) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

IMS/DB  Utilities  (a) 

43% 

43% 

43% 

MasterPlan  DB2  Products 

25% 

21% 

15% 

Network  Performance 

11% 

14% 

20% 

IMS/TM  Enhancements 

9% 

10% 

12% 

DASD  Data  Compression 

6% 

7% 

8% 

Trimar  Fast  Path 

4% 

5% 

2% 

CICS  Integrity 

2% 

- 

- 

TOTAL 

100% 

100% 

100% 

(a)  This  product  group  includes  LOADPLUS™,  BMC's  most  successful  product,  which 
accounted  for  10%,  12%,  and  13%  of  total  revenue  in  fiscal  1992,  1991,  and  1990, 
respectively. 


In  June  1991,  the  company  announced  that  all  new  products  and 
product  enhancements  would  be  compliant  with  the  Common  User 
Access  (CUA)  interface,  which  is  part  of  IBM's  SystemView  mainframe 
systems  management  program.  The  first  CUA-compliant  product 
released  was  version  2.0  of  DATA  PACKER™/IMS. 

BMC  "value  prices"  its  software-each  product  is  priced  based  on  the 
benefit  (potential  savings)  the  product  represents  for  the  customer. 

• Mainframe  software  products  (all  but  the  Network  Performance 
products)  are  priced  based  on  the  power  of  the  CPU  it  will  run  on 
(measured  in  MIPS).  Discounts  are  offered  for  multiple  copies  of  a 
product. 

- This  pricing  strategy  has  insulated  the  company  from  the  gradual 
decline  in  the  number  of  mainframe  computers  in  the  U.S.,  but 
takes  advantage  of  the  increase  in  mainframe  computing  power  as 
customers  increase  their  total  MIPS. 

• Network  Performance  products  are  priced  based  on  the  number  of 
terminals  in  the  network. 
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• Price  ranges  vary  considerably  by  product,  and  are  based  on  the 
value  pricing  factors  described  above. 


Industry  Markets  BMCs  primary  users  are  Fortune  500  industrial  corporations  and  other 

large  financial,  telecommunications,  and  government  organizations. 

The  company  describes  its  customer  base  as  comprising  IBM's  largest 
customers--94%  of  the  FORTUNE  Industrial  Top  50  and  87%  of  the 
Top  100. 


Geographic  Approximately  56%  of  BMCs  fiscal  1992  revenues  were  derived  from 

Markets  North  America  and  44%  from  international  markets.  A three-year 

geographic  source  of  revenue  summary  follows: 


BMC  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$103.2 

56% 

$77.5 

60% 

$54.0 

63% 

Europe 

70.4 

38% 

45.1 

35% 

27.2 

32% 

Other 

11.0 

6% 

5.6 

5% 

4.4 

5% 

TOTAL 

$184.6 

100% 

$128.2 

100% 

$85.6 

100% 

BMCs  corporate  headquarters  are  in  Sugar  Land  (TX).  Additional 
research  and  development  offices  are  in  Austin  (TX)  and  Englewood 
(CO). 

• The  company  has  no  regional  sales  offices  because  its  products  are 
sold  through  telemarketing  and  direct  mail. 

• Technical  support  for  each  product  is  provided  by  its  product 
development  team. 

International  sales  are  supported  by  eight  wholly  owned  sales 
(telemarketing)  and  support  subsidiaries  in  Australia,  Denmark,  the 
U.K.,  France,  Germany,  Italy,  Japan,  the  Netherlands,  and  Spain. 
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The  company  also  markets  its  products  through  independent  agents 
in  Argentina,  Brazil,  Chile,  Hong  Kong,  Peru,  Singapore,  South 
Korea,  Taiwan,  Uruguay,  and  Venezuela. 


Computer 
Hardware  and 
Software 


BMC  maintains  the  following  hardware  and  software  at  its 
development  and  support  data  center: 

• IBM  ES  9000-720  processor 

• 360  gigabytes  of  DASD  comprised  of  IBM,  Amdahl,  and  HDS 
systems 

■ IBM  SNA  network  with  high-speed  T1  lines 

• IBM  Information  Network 

• Operating  systems  and  data  bases  as  follows:  19  MVS,  10  VM,  and  3 
VSE  systems;  25  IMS  and  18  DB2  subsystems 

• All  releases  of  MVS,  CICS,  DB2,  IMS,  TSO,  XA,  ESA,  VM,  VSE, 
and  VTAM  are  supported. 
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COMPANY  PROFILE 


BMC  SOFTWARE,  INC. 

P.O  Box  2002 

Sugar  Und,  TX  77487-2002 
(713)  240-8800 


John  J.  Moores,  Chairman 

Max  P.  Watson,  Jr.,  President  and  CEO 

Public  Company,  NASDAQ 

Total  Employees:  719(10/31/91) 

Total  Revenue,  Fiscal  Year  End 
3/31/91:  $130,112,000 


The  Company  BMC  Software  develops,  markets,  and  supports  systems  software 

products  to  enhance  IBM  mainframe  data  base  management, 
network  management,  and  data  communications  software, 
principally  IMS/DB,  DB2,  IMS/DC,  IMS  Fast  Path,  CICS,  and 
VTAM. 

• The  company's  products  are  designed  to  improve  performance, 
eliminate  bottlenecks,  facilitate  recovery,  lower  data  center  and 
network  operating  costs,  and  reduce  the  need  for  hardware  and 
software  upgrades. 

• BMC  sells  all  of  its  products  via  telemarketing,  direct  mail,  and 
product  seminars.  TTirough  these  channels,  the  company's  sales 
force  targets  its  efforts  towards  data  center  personnel  who  make 
systems  software  purchase  decisions,  encouraging  them  to  accept 
and  test  a product  on  a free  trial  basis. 

• The  telemarketing  approach  lowers  the  cost  of  sales  well  below 
field  sales,  and  allows  the  company  to  build  a predictable 
business  pipeline.  This,  plus  a large  number  of  annual 
maintenance  agreements,  gives  BMC  more  earnings  visibility 
than  most  mainframe  software  suppliers. 

Founded  in  1980,  the  company  has  based  its  product  strategy  on 
continued  increases  in  the  size  and  complexity  of  computer  facilities 
in  major  corporations,  government  agencies,  and  other  large 
institutions. 

• BMC's  steady  growth  and  profitability  over  the  past  five  years  has 
been  well  above  industry  norms  (averaging  50-60%  in  revenue, 
net  income,  and  earnings  per  share). 

• Revenues  continued  to  grow  at  approximately  50%  in  the  past 
year,  despite  the  economic  slowdown  and  trends  towards 
downsizing  of  information  systems.  With  many  large  systems 
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shops  holding  off  on  major  hardware  purchases,  software  to 
improve  performance  of  their  current  mainframe  systems  has  a 
particular  appeal. 

BMC  has  made  a small  number  of  company  or  product  acquisitions 
in  the  past  three  years.  Key  acquisitions  include  the  following: 

• On  November  30, 1990,  BMC  acquired  the  outstanding  stock  of 
Integrity  Solutions  Inc.  (ISI),  a privately  held  Littleton  (CO) 
company,  in  a pooling  of  interests.  ISI 's  journal  management 
and  data  recovery  products  for  CICS  and  VS  AM  were 
repackaged  and  eiihanced  as  seven  new  BMC  products 
collectively  known  as  the  CICS  Integrity  Series. 

• On  January  19,  1989,  the  company  acquired  Trimar  Software 
Systems  Ltd.  for  $4.5  million  in  cash.  Trimar  developed  the 
Trimar  Fast  Path  Series  of  products  for  the  IMS/VS  Fast  Path 
Subsystem. 

BMC  recently  announced  a DB2  technology  development 
agreement  with  Bachman  Information  Systems  (Burlington,  MA). 

• As  of  September  1991,  the  two  companies  agreed  to  trade 
technology  in  order  to  develop  products  that  facilitate 
synchronization  of  the  data  model  design  with  physical  data  base 
implementation. 

• BMCs  focus  is  DB2  administration,  monitoring,  utilities,  and 
compression,  while  Bachman  markets  tools  for  re-engineering, 
development,  and  maintenance  of  large-scale  information 
systems. 

BMCs  total  fiscal  1991  revenues  reached  $130.1  million,  a 49% 
increase  over  fiscal  1990  revenues  of  $87.1  million.  Net  earnings 
were  $25.5  million,  up  53%  from  the  previous  year's  total  of  $16.7 
million.  A five-year  financial  summary  follows: 
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BMC  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

3/88 

3/87 

Total  revenues 

$130.1 

$87.1 

$57.0 

$38.5 

$27.1 

• Percent  increase 
from  previous  year 

49% 

53% 

48% 

42% 

N/A 

(b) 

Earnings  before  taxes 

$38.2 

$25.0 

$14.6 

$9.0 

$5.7 

• Percent  increase 
from  previous  year 

53% 

71% 

62% 

58% 

N/A 

(b) 

Net  earnings 

$25.5 

$16.7 

$10.2 

$5.8 

$3.9 

Percent  increase 
from  previous  year 

53% 

64% 

76% 

49% 

N/A 

(b) 

Earnings  per  share 

$1.02 

$0.69 

$0.44 

$0.25 

$0.17 

• Percent  increase 

from  previous  year 

48% 

57% 

76% 

47% 

N/A 

(b) 

(a)  This  summary  reflects  amended  financial  figures  as  reported  in  BMC's  filing  of  Form  8 on  July  22, 

1991,  amending  the  10-K  annual  report  for  the  year  ending  March  31,  1991. 


The  amendment  was  made  in  connection  with  the  company's  change  in  accounting  for 
separately  priced  maintenance  contracts.  As  a result  of  the  change,  total  revenues  reported 
were  reduced  by  an  average  of  6%,  and  maintenance  revenues  were  reduced  by  an  average  of 
21%. 

(b)  Percent  growth  rates  from  1986  to  1987  are  not  given  because  the  accounting  changes 

describ^  in  note  (a)  above  amended  financial  results  for  the  five-year  period  from  1987  to  1991, 
so  1986  and  1987  revenues  cannot  be  accurately  compared. 


BMC  management  characterized  the  past  year's  financial  results  as 
a continuation  of  the  company’s  steady  growth  and  profitability  over 
the  past  several  years,  which  it  says  is  the  result  of  its  execution  of  a 
proven  business  strategy. 

• Growth  in  license  revenues  was  attributed  in  large  part  to 
increased  unit  sales  resulting  from  expansion  of  the 
telemarketing  force.  As  of  March  31, 1991,  the  company  had 
licensed  13,922  copies  of  its  products  to  8,826  customers. 

Fiscal  1992  first-half  results  were  as  follows: 

• Total  revenues  were  $83.0  million,  up  50%  from  $55.4  million  for 
the  same  period  in  1991. 
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• Net  income  of  $20.0  million  was  up  84%  from  the  first  six 
months'  income  of  $10.9  million  in  1991. 

• Earnings  per  share  were  $0.78,  up  77%  from  first-half  earnings  of 
$0.44  last  year. 

• Management  attributed  these  results  to  the  quick  payback 
provided  by  its  products,  encouraging  customers  to  continue 
allocating  their  scarce  budget  dollars  to  purchase  BMC  products. 

Research  and  development  costs  were  $19.4  million  (15%  of  total 
revenues)  in  fiscal  1991,  $13  million  (15%  of  total  revenues)  in 
fiscal  1990,  and  $9.3  million  (16%  of  total  revenues)  in  fiscal  1989. 

• A large  portion  of  R&D  expenses  are  the  bonuses  paid  to 
product  authors,  based  on  the  license  revenue  of  products  they 
develop.  Bonus  payments  to  authors  totaled  approximately  $4.9 
million  in  fiscal  1991,  $2.9  million  in  fiscal  1990,  and  $2.1  million 
in  fiscal  1989. 

As  of  March  31,  1991,  full-time  employees  worldwide  totaled  593, 
segmented  as  follows: 


Domestic 

• Sales  and  marketing  106 

• Research,  development,  and  support  225 

• Administration  and  finance  131 

International  131 

593 


The  company  currently  has  719  employees. 

Competition  comes  largely  from  IBM  and  several  independent 
software  vendors.  Although  IBM  is  a direct  competitor  and 
represents  potential  competition,  its  systems  software  products  have 
provided  opportunities  for  BMC. 

• BMC's  market  niche  depends  upon  the  popularity  of  IBM 
systems  software  and  a perceived  need  among  IBM  customers  to 
add  new  features  or  enhanced  capabilities  to  these  products. 

• Some  BMC  products,  including  its  best-seller,  LOADPLUS™, 
are  essentially  improved  versions  of  IBM  utilities  that  are 
provided  as  part  of  integrated  systems  such  as  IMS/DB  and  DB2 
data  bases  and  IMS/DC  and  CICS. 

• Other  products,  such  as  DELTA  IMS’^,  exploit  the  capabilities  of 
these  IBM  products. 
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• IBM  could  add  to  these  integrated  software  packages  to  include 
the  functions  now  supplied  by  BMC,  and  substantially  hurt 
BMC's  sales.  Nevertheless,  though  BMC  products  are  not  flashy, 
they  are  technically  difficult  to  build  and  design,  and  are  not 
easily  duplicated  by  competitors. 

• BMC  faces  additional  competition  on  a smaller  scale  from  more 
recent  entrants  to  the  utilities  market,  as  well  as  from  hardware 
vendors. 


Key  Products  and  BMC  derives  100%  of  its  revenue  from  product  licenses  and 
Services  software  maintenance  fees. 

• License  fee  revenue  is  primarily  from  one-time  perpetual 
licenses  and,  to  a substantially  lesser  extent,  from  annual  lease 
and  monthly  rental  charges. 

• Maintenance  fees  have  increased  as  a percentage  of  total 
revenues  due  to  growth  of  the  customer  base,  high  maintenance 
renewal  rates,  and  increased  maintenance  fees  resulting  from  a 
trend  among  customers  to  upgrade  to  more  powerful  CPUs. 

A three-year  source  of  revenue  summary  showing  license  and 

maintenance  revenue  percentages  follows: 

BMC  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

PRODUCT  LICENSES  AND  MAINTENANCE  FEES 
($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Product  licenses 

$92.8 

71% 

$65.4 

75% 

$44.3 

78% 

Maintenance 

37.3 

29% 

21.7 

25% 

12.7 

22% 

TOTAL 

$130.1 

100% 

$87.1 

100% 

$57.0 

100% 

BMC  currently  markets  50  products  (as  shown  in  the  exhibit) 
comprising  seven  product  groups: 
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EXHIBIT 

BMC  SOFTWARE  PRODUCTS 


PRODUCT  GROUP/PRODUCT  NAME 

PRODUCT  GROUP/PRODUCT  NAME 

IMS  DATA  BASE  UTILITIES 

IMS/DC  ENHANCEMENTS 

• Recovery  Plus 

• Delta  IMSR  (DC,  DB/DC,  Virtual  Terminal) 

Pointer  Checker  Plus 

• Screen  Plus 

Image  Copy  Plus 

• Local  Copy  Plus 

Unload  Plus 

• BMP  Restart 

• Loadplus™ 

Prefix  Resolution  Plus 

DASD  Data  Compression 

Secondary  Index  Utility 

Fast  Reload  Plus 

• Data  Packer™/VSAM 

Reorg  Plus  for  VSE 

• Data  Packer™/!  MS 

Backup  and  Verification  for  VSE 

• Data  Packer™/Fast  Path 

MASTERPLAN  FOR  DB2 

TRIMAR  FAST  PATH 

• Activity  Monitor 

Aiter  (a) 

• Trimar  Fast  Path  Analyzer 

DASD  Manager  (a) 

• Trimar  Fast  Path  Unload/Reload 

Catalog  Manager  (a) 

• Trimar  Fast  Path  Online  Utilities 

Unload  Plus 

• Trimar  Online  DEDB  Image  Copy 

Loadplus 

• Trimar  Fast  Recovery  Utiiity 

Copy  Plus 

• Trimar  Restart  Control  Facility 

Reorg  Plus 

Data  Packer™  for  DB2 

CICS  INTEGRITY 

NETWORK  PERFORMANCE 

• Recovery  Plus  for  CICS  (MVS) 

3270  Superoptimizer*^/IMS 

• Recovery  Plus  for  CICS  (VSE) 

3270  SuperoptimizerR/CICS 

• Recovery  Plus  for  VSAM  (MVS) 

3270  Superoptimizer^^/CICS  for  VSE 

• Recovery  Plus  for  VSAM  (VSE) 

3270  Superoptimizer'^/TSO 

• Journal  Manager  Plus  (MVS) 

3270  Superoptimizer*^/VM 

• Journal  Manager  Plus  (VSE) 

3270  Optimizer/IMS 

• Data  Vault 

3270  Optimizer/CICS 

3270  Optimizer/CICS  for  VSE 

3270  Optimizer/VM 

(a)  Catalog  Manager,  Alter™,  and  DASD  Manager  are  also  marketed  together  as  the  Mastermind™ 
package  of  data  administration  products. 
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• IMS  Database  Utilities  products  streamline  the  recovery  and 
reorganization  of  large,  structured  IMS  data  bases.  Although 
IMS  user  sites  are  no  longer  growing,  enhancement  of  IMS/DB 
system  performance  is  still  a strong  market  segment,  and  totaled 
43%  of  revenue  for  BMC  in  fiscal  1991. 

• The  Masterplan™  for  DB2  product  line  supports  DB2  data  base 
performance  management.  The  company  had  an  early  start  in 
this  market,  with  seven  products  released  in  the  first  two  years  of 
the  product  line.  To  date,  there  are  568  DB2  Masterplan 
customers  who  have  purchased  1,877  product  licenses. 

• Network  Performance  Series  products  are  designed  to  improve 
users'  response  times  in  communications  between  IBM 
mainframes  and  3270  terminals  or  personal  computers.  BMC 
holds  five  patents  for  its  3270  SUPEROPTIMIZER^^  products 
for  various  environments:  IMS,  CICS,  TSO,  VM,  and  CICS  for 
VSE. 

• IMS/DC  Enhancements  products  expand  the  capabilities  of 
certain  IMS/DC  features  and  make  aspects  of  the  system  easier 
to  use. 

• DASD  Data  Compression  products  reduce  the  space  required  to 
store  data  on  direct  access  storage  devices,  and  can  eliminate  the 
need  for  additional  disk  drives. 

• The  Trimar  Fast  Path  Series,  for  the  IMS/VS  Fast  Path 
subsystem,  are  used  in  very  large,  transaction-intensive  data 
centers. 

• The  CICS  Integrity  Series,  BMC's  newest  product  line  (which 
resulted  from  the  acquisition  of  Integrity  Solutions  in  late  1990), 
provides  data  integrity  and  recovery  functions  for  CICS/VSAM 
data. 

A three-year  source  of  revenue  summary  by  product  group  follows: 
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BMC  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
PRODUCT  GROUPS 
($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

IMS/DB  Utilities  (a) 

$56.0 

43% 

$37.5 

43% 

$24.5 

43% 

DB2  Products 

(Masterplan) 

27.3 

21% 

13.1 

15% 

5.1 

9% 

Network  Performance 

18.2 

14% 

17.4 

20% 

16.0 

28% 

(b) 

IMS/DC  Enhancements 

14.3 

11% 

10.4 

12% 

7.4 

13% 

DASD  Data  Compression 

9.1 

7% 

7.0 

8% 

4.0 

7% 

Trimar  Fast  Path 

5.2 

4% 

1.7 

2% 





(C) 

CICS  integrity  (d) 

— 

“ 

— 

” 

— 

— 

TOTAL 

$130.1 

100% 

$87.1 

100% 

$57.0 

100% 

(a)  This  product  group  includes  LOADPLUS>™,  BMC's  most  successful  product,  which  accounted 
for  $15.6  million  in  revenue  ( 12%  of  total  revenue)  in  199 1,  $11.3  million  in  revenue  ( 13%  of  total) 
in  1990,  and  $7.4  million  in  revenue  (13%  of  total)  in  1989. 


(b)  This  product  group  includes  3270  SUPEROPTIMIZER^/CICS,  which  accounted  for  $6.8  million 
( 12%  of  total  revenues)  in  1989,  although  the  group  has  experienced  a rapid  decline  in  percent 
contribution  to  total  revenue  in  past  years. 

(c)  The  Trimar  Fast  Path  Series  products  were  acquired  in  January  1989  and  did  not  contribute 
significantly  to  revenue  until  fiscal  1990  (beginning  calendar  April  1990). 

(d)  The  CICS  Integrity  products  were  acquired  in  November  1990.  Enhancements  and  product 
repackaging  were  in  progress  during  the  past  fiscal  year;  to  date,  the  products  have  contributed 
insignificantly  to  revenue. 


The  company's  stated  philosophy  is  that  most  of  its  products  should 
be  developed  in-house,  to  assure  delivery  of  "BMC-style"  products. 

• All  but  the  six  products  acquired  from  Trimar  (1989),  and  the 
seven  CICS  recovery  products  acquired  from  Integrity  Solutions 
(1990)  have  been  developed  internally  by  BMC.  The  acquired 
products  were  substantially  rewritten  before  rerelease  by  BMC. 

• The  company  says  that  two  key  considerations  in  the  new  product 
development  process  are: 
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- How  the  potential  product  might  complement  and/ or  link 
with  functions  of  existing  products  within  a product  group 

- Whether  it  uses  technology  that  can  be  leveraged  across  the 
families  of  products 

• In  addition  to  meeting  technical  quality  standards  and  being 
transparent  to  system  users,  "BMC-style"  products  must  also  be 
suitable  for  telemarketing.  They  must  install  easily  without  on- 
site assistance,  require  no  education  for  use,  and  quickly  show 
quantifiable  benefits  during  a free  trial  period. 

In  June  1991,  the  company  announced  that  all  new  products  and 
product  enhancements  would  be  compliant  with  the  Common  User 
Access  (CUA)  interface,  which  is  part  of  IBM's  SystemView 
mainframe  systems  management  program.  The  first  CUA- 
compliant  product  released  was  version  2.0  of  DATA 
PACKER™/IMS. 

Key  product  introductions  over  the  past  year  include  the  following 
internally  developed  products: 

• UNLOAD  PLUS,  a DB2  utility  (6/91) 

• BACKUP  and  VERIFICATION  for  VSE  (3/91) 

• LOADPLUS™,  a DB2  utility  (1/91) 

• RECOVERY  PLUS,  for  DL/1  data  bases  (8/90) 

The  seven  CICS  Integrity  Series  products  (acquired  from  Integrity 
Solutions)  were  also  announced  in  January  1991.  The  series 
consists  of  four  MVS  products,  three  of  which  are  also  offered  for 
VSE. 

BMC  "value  prices"  its  software-each  product  is  priced  based  on 
the  benefit  (potential  savings)  the  product  represents  for  the 
customer. 

• Mainframe  software  products  (all  but  the  Network  Performance 
products)  are  priced  based  on  the  power  of  the  CPU  it  will  run 
on  (measured  in  MIPS).  Discounts  are  offered  for  multiple 
copies  of  a product. 

- This  pricing  strategy  has  insulated  the  company  from  the 
gradual  decline  in  the  number  of  mainframe  computers  in  the 
U.S.,  but  takes  advantage  of  the  increase  in  mainframe 
computing  power  as  customers  increase  their  total  MIPs. 
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• Network  Performance  products  are  priced  based  on  the  number 
of  terminals  in  the  network. 

• Price  ranges  vary  considerably  by  product,  and  are  based  on  the 
value  pricing  factors  described  above.  Following  are  examples  of 
approximate  perpetual  license  fees  for  two  of  BMC's  product 
groups: 

- CICS  Integrity  products  range  from  $1,500  to  $37,500. 

- Masterplan  for  DB2  products  range  from  $7,500  to  $111,550. 


Industry  Markets  BMC's  primary  users  are  Fortune  500  industrial  corporations  and 

other  large  financial,  telecommunications,  and  government 
organizations. 

The  company  describes  its  customer  base  as  comprising  IBM's 
largest  customers-92%  of  the  FORTUNE  Industrial  Top  50  and 
82%  of  the  Top  100. 


Geographic  Approximately  60%  of  BMC's  fiscal  1991  revenues  derived  from 

Markets  North  America  and  40%  from  international  markets.  A three-year 

geographic  source  of  revenue  summary  follows: 


BMC  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$78.7 

60% 

$55.1 

63% 

$34.8 

61% 

International 

51.4 

40% 

32.0 

37% 

22.2 

39% 

TOTAL  REVENUE 

$130.1 

100% 

$87.1 

100% 

$57.0 

100% 

Revenue  growth  in  international  markets  exceeded  North  American 
revenue  growth  in  fiscal  1991. 

• Fiscal  1991  total  revenues  grew  61%  in  international  markets 
versus  43%  in  North  America. 
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Computer 
Hardware  and 
Software 


• Fiscal  1990  total  revenues  growth  rates  were  44%  in 
international  markets  and  58%  in  North  America. 

BMC's  corporate  headquarters  are  in  Sugar  Land  (TX).  Additional 
research  and  development  offices  are  in  Austin  (TX),  Littleton 
(CO),  and  Toronto,  Ontario. 

• The  company  has  no  regional  sales  offices,  since  its  products  are 
sold  through  telemarketing  and  direct  mail. 

• Technical  support  for  each  product  is  provided  by  its  product 
development  team. 

International  sales  are  supported  by  eight  wholly  owned  sales 
(telemarketing)  and  support  subsidiaries  in  Australia,  Denmark,  the 
U.K.,  France,  Germany,  Italy,  Japan,  and  Spain. 

• The  company  also  markets  its  products  through  international 
agents  in  Brazil,  Southeast  Asia,  South  Korea,  and  Yugoslavia. 


BMC  maintains  the  following  hardware  and  software  at  its 
development  and  support  data  center: 

• IBM  ES  9000-720  processor 

• 360  gigabytes  of  DASD  comprised  of  IBM,  Amdahl,  and  HDS 
systems 

• IBM  SNA  network  with  high-speed  T1  lines 

• IBM  Information  Network 

• Operating  systems  and  data  bases  as  follows:  19  MVS,  10  VM, 
and  3 VSE  systems;  25  IMS  and  18  DB2  subsystems 

• All  releases  of  MVS,  CICS,  DB2,  IMS,  TSO,  XA,  ESA,  VM, 
VSE,  and  VTAM  are  supported. 
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COMPANY  PROFILE 


BOEING  COMPUTER  SERVICES  Michael  R.  Hallman,  President 
2810  160th  Avenue,  S.E.  Division  of  The  Boeing  Company 


Bellevue,  WA  98008 
(206)  865-5166 

Total  Noncaptive  Employees:  3,000 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $1.2  billion 
Noncaptive  Revenue:  $300  million 

The  Company 

Boeing  Computer  Services  (BCS),  a division  of  the  Boeing 
Company,  supplies  computing  resources  and  information  services 
to  all  Boeing  operating  divisions,  and  to  more  than  1,500 
government  and  commercial  customers  worldwide.  During  1988 
BCS  was  realigned  to  emphasize  systems  integration  of 
government  telecommunications  and  computer  programs. 

• BCS  was  established  in  May  1970  to  consolidate  13  separate 
computing  organizations  within  Boeing.  The  division  began 
with  about  $250  million  of  computing  equipment  and  a staff  of 
2,700. 

• Today,  BCS  employs  more  than  11,000  people  located 
throughout  the  U.S.  and  other  countries,  and  manages 
approximately  $1  billion  worth  of  company-owned  computing 
equipment. 

BCS  is  currently  divided  into  two  major  groups  as  follows: 

• Information  Services:  BCS'  current  noncaptive  business  focuses 
on  providing  systems  development  and  integration  services  to 
government  and  commercial  clients.  The  division  also  provides 
remote  computing  (including  supercomputing),  network 
services,  distributed  processing  services,  facilities  management 
services,  consulting  services,  education  and  training  services, 
and  packaged  software  products. 

• Boeing  Support  Group  meets  the  information  processing 
requirements  of  the  Boeing  Company  and  its  operating 
divisions. 

BCS'  1988  noncaptive  revenue  is  estimated  at  approximately  $300 
million,  a 13%  increase  over  estimated  1987  noncaptive  revenue 
of  $266.3  million. 
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Key  Products  and 
Services 


Divestitures  made  by  BCS  include  the  following: 

• In  October  1988,  BCS  sold  its  Axxyz  mechanical 
CAE/CAD/CAM  software  product  to  General  Motors.  Terms 
of  the  sale  were  not  disclosed. 

Of  BCS'  11,000  employees,  INPUT  estimates  that  approximately 

3,000  are  involved  in  noncaptive  information  services  activities. 

BCS  is  a full-service  vendor  and  thus  competes  with  a variety  of 

firms.  However,  its  major  competitors  are: 

• Computer  Sciences  Corporation,  Electronic  Data  Systems, 
Martin  Marietta  Data  Systems,  and  Unisys  for  government 
systems  integration  and  other  professional  services. 

• Computer  Sciences  Corporation,  Control  Data,  GE 
Information  Services,  and  McDonnell  Douglas  Information 
Systems  Company  for  remote  computing  services. 


INPUT  estimates  BCS'  1988  noncaptive  information  services 
revenue  was  derived  as  follows: 


BOEING  COMPUTER  SERVICES 
SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


SERVICE  MODE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$250.0 

84% 

Processing  services 

40.0 

13% 

Software  products 

10.0 

3% 

TOTAL 

$300.0 

100% 

Professional  services,  contributing  an  estimated  $250  million  to 
BCS'  1988  noncaptive  information  services  revenue,  include 
systems  design,  development,  and  integration;  network  design  and 
management;  consulting;  education  and  training;  and  facilities 
management. 
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• During  1988,  BCS  was  awarded  the  following  contracts: 

- In  December  1988,  it  was  announced  that  BCS  and  AT&T 
Federal  Systems  Division  won  a ten-year  Federal 
Telecommunications  System  (FTS2000)  contract  for  the 
General  Services  Administration  (GSA)  to  upgrade  the 
entire  federal  government  telephone  system  to  a digital 
voice,  data,  and  video  communication  network.  The  new 
system  will  serve  about  1.3  million  federal  government 
employees  in  about  3,500  locations  throughout  the  U.S., 
Puerto  Rico,  and  the  U.S.  Virgin  Islands. 

- BCS  won  a contract  to  design  and  implement  a data 
communications  network  for  New  York  City.  The  network 
will  streamline  and  reduce  the  costs  of  the  city's  information 
services.  BCS  will  install,  test,  and  maintain  the  network,  as 
well  as  provide  network  management  training  to  users. 

- In  July  1988,  BCS  was  awarded  a five-year  contract  from  tiie 
Department  of  Labor's  Bureau  of  Labor  Statistics  to  provide 
networking,  remote  computing  services,  technical  support, 
and  training. 

- In  June  1988,  BCS  was  awarded  a contract  by  the  Internal 
Revenue  Service  to  provide  remote  computing  and  technical 
support  for  several  computer-based  systems,  including  the 
Budget  Preparation  System  and  the  Inventory  Control  and 
Distribution  System  used  to  design,  print,  distribute,  and 
stock  all  federal  income  tax  forms. 

- BCS,  teamed  with  Booz-Allen  & Hamilton,  was  selected  to 
provide  the  U.S.  Army  Intelligence  Agency  with 
supercomputing  architecture  support.  The  BCS  team  will 
install  additional  computing  equipment,  networking,  and 
provide  systems  support.  The  team  also  will  develop 
intelligence  modeling  tools  and  application  software  for  the 
Army. 

• Other  contracts  include  the  following: 

- During  1987,  BCS  was  selected  to  install  and  support 
supercomputer  facilities  for  the  State  of  Alabama  and  for  the 
Western  Interstate  Commission  for  Higher  Education. 

- During  1987,  BCS  was  selected  to  provide  the  Technical  and 
Management  Information  System  for  NASA's  Space  Station 
program. 
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- Also  during  1987,  BCS  was  awarded  an  eight-year  contract 
from  the  U.S.  Air  Forces  Command  to  design  and  install  a 
management  information  system  for  its  headquarters 
operations  at  Fort  McPherson  near  Atlanta  (GA).  BCS  will 
integrate  the  new  system  with  existing  Army  computer 
systems,  and  provide  local  area  networks,  1,200  workstations, 
and  training  services. 

- BCS  has  designed,  installed,  and  is  operating  a nationwide 
telecommunications  network  for  NASA.  This  integrated 
network  provides  voice,  data,  facsimile,  and  full  motion 
video  capabilities. 

- The  Westinghouse  Hanford  Company  and  BCS  have  a $800 
million  per  year  Operations  and  Engineering  contract  with 
the  Department  of  Energy  (DOEA)  at  the  Hanford  nuclear 
power  facilities. 

• As  prime  contractor,  Westinghouse  is  responsible  for 
nuclear  engineering  and  reactor  management.  BCS,  as  a 
subcontractor  to  Westinghouse,  is  providing  data 
processing,  telecommunications,  and  information 
services  support  for  Hanford  operations. 

• BCS  at  Richland  (WA)  (BCSR)  has  been  providing 
services  to  the  DOE  at  Hanford  since  1976. 
Headquartered  in  the  Richland  Federal  Building,  BCSR 
employs  nearly  800  people  experienced  in  computer 
operations,  business  and  scientific  software  development, 
and  information  services. 

• Professional  services  facilities  management  (client-owned 
hardware)  contracts  accounted  for  an  estimated  $70  million  in 
revenue  during  1988. 

- During  1988,  the  Department  of  Education  awarded  BCS  a 
contract  to  operate  the  central  Information  Technology 
Services  facility.  The  facility  provides  data  processing 
services  to  the  department's  11  operating  organizations.  BCS 
will  provide  the  computing,  telecommunications,  and 
ancillary  services  needed  to  operate  the  central  facility. 

- Other  clients  include  the  DOE  and  NASA. 

• Education  and  training  services,  which  generated  an  estimated 
$8-10  million  in  1988,  include  the  following: 
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- BCS  offers  a catalog  of  over  250  computer  training  and 
management/communications  courses.  The  courses  cover  a 
range  of  topics  for  managers,  analysts,  programmers, 
beginners,  and  users.  Classes  are  regularly  scheduled  in 
Seattle,  Philadelphia,  and  Wichita.  Course  videotapes  can 
be  purchased  for  in-house  use. 

- Customized  training  services  are  also  available.  BCS  can 
provide  complete  computer  training  program  management, 
including  course  development,  on-site  instruction, 
scheduling,  and  training  record  maintenance. 

BCS'  MAINSTREAM^  processing/network  services  are  offered 
from  four  different  processing  environments:  interactive,  remote 
batch,  inquiry/response,  and  batch  services.  A sample  of  network 
offerings  is  shown  in  the  exhibit.  The  four  access  modes  of 
MAINSTREAM  processing/network  services  are  as  follows: 

• MAINSTREAM-CTS  is  used  primarily  for  interactive  program 
development,  execution  of  interactive  programs,  business, 
decision  support,  and  data  base  applications.  MAINSTREAM- 
CTS  operates  on  large-scale  IBM  hardware  under  the  control  of 
a BCS-enhanced  version  of  IBM  VM/370. 

• MAINSTREAM-TSO  is  used  for  large  volume  batch  processing 
and  interactive  program  development.  Among  its  many 
applications  are  data  base  management  and  reporting,  financial 
systems,  and  statistical  analysis.  MAINSTREAM-TSO  operates 
on  large-scale  IBM  hardware  under  the  control  of  IBM 
OS/MVS. 

• MAINSTREAM-EKS  is  used  primarily,  but  not  exclusively,  by 
the  scientist,  researcher,  statistician,  or  engineer.  Its  batch  and 
interactive  processing  modes  are  completely  compatible, 
sharing  the  same  command-based  operating  system  and 
supporting  utilities.  MAINSTREAM-EKS  operates  on  CDC 
CYBER  large-scale  computers  under  a BCS-enhanced  version 
of  NOS. 

• MAINSTREAM-VSP  provides  specialized,  high-speed 
computing  for  vector  and  scalar  processing  used  in  engineering, 
scientific,  and  other  applications  requiring  the  power  of  a 
supercomputer.  MAINSTREAM-VSP  is  offered  on  a Cray  X- 
MP  and  is  accessed  through  the  job  submission  and  interactive 
facilities  of  the  CDC  environment,  MAINSTREAM-EKS. 
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EXHIBIT 

BCS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

OPERATING  ENVIRONMENT 

CIVIL  ENGINEERING 

- MAINSTREAM-CTS:  IBM  3081,  VM 

- SLOPE  2 

- MAINSTREAM-EKS:  CDC  CYBER  730,  760,  825, 

NOS 

- MAINSTREAM-TSO:  IBM  3084Q,  OS/MVS 

COMPUTER-BASED  INSTRUCTION 

- MAINSTREAM-VSP:  CRAY  XMP,  COS 

- LEARN 

- SCHOLAR/TEACH  3 

PROGRAMMING  LANGUAGES 

- APL  - COMPASS 

MATHEMATICS/STATISTICS 

- ASSEMBLER  - FORTRAN 

- BCSLIB  - PDS-MAGEN 

- BASIC  - PASCAL 

- BMDP  - SAS 

- COBOL  - PL/1 

- EISPACK  - SIGLIB 

- FUNPACK  - SIGPRG 

INFORMATION/DATA  BASE  MANAGEMENT 

- LEVELTWO  - SIR 

- CICS  - MODEL  204 

- UNPACK  - SPARSPAK 

- CREATABASE  - RAMIS  II 

- MINOS  - SPSS 

- EASYTRIEVE  - SIR 

- MINPACK  - SOL-NPSOL 

- FOCUS  - SYSTEM  2000 

- MPLIB  - VECTORPAK 

- IDMS  - S2KDE 

- PDELIB 

- IMS/VS  DB  - S2KUI 

- INQUIRE 

MECHANICAL  DESIGN 
-ADLPIPE  - NUPIPE 

BUSINESS  AND  FINANCE 

- AIRBEAR  - PHOENICS 

- EIS  (DECISION  SUPPORT) 

- CSPICE  - TPIPE 

- DYNAFLEX 

ENERGY  SERVICES 

- CREAS  - PROCESS 

MODELING/SIMULATION 

- EPRI  - TERRALOG 

- ADINA  - GTSTRUDL 

- NUCLIB  - VIP 

- ANSYS  - MARC 

- PDQ7 

- ATLAS  - NASTRAN 

- DYNA2D  - SASSI 

LIBRARY  MANAGEMENT 

- DYNA3D  - STAR DYNE 

- SHOWCASE  (AUTHOR  LIBRARY) 

- EASE2  - STNDA 

- PANVALET 

- E3SAP  - STRUBASE 

COMPUTATIONAL  FLUID  DYNAMICS 

GRAPHICS/PLOTTING 

- AG  PS  - FI  DAP 

- AGII/TCS  - EIS  GRAPHICS 

- A488  - FLUENT 

- BIGS  - GDDM/PGF 

- A502  - PHOENICS 

- CALCOMP  - GRAPHICS 

- COSAL  - SALLY 

EMPORIUM 

- CPS-1  - PLOTBCS 

- DISSPLA  - PLOTLIB 

- DI-3000  - TELLA-GRAF 
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Industry  Markets 


Software  products  offered  by  BCS  include  the  following; 

• BCSLIB  is  a general  purpose  mathematics  and  utility 
subprogram  library  that  contains  several  hundred  routines  for 
Fortran  applications.  The  routines  cover  all  major  areas  of 
numerical  mathematics,  BCSLIB  runs  on  Cray,  IBM,  CDC, 
DEC  VAX,  Apollo,  SCS,  NAS,  and  Data  General  mainframes 
and  with  IBM  PC/XT/AT  microcomputers. 

• EASY5  Engineering  Analysis  System  provides  a modular 
approach  to  dynamic  system  model  building  and  analysis. 
EASY5  runs  on  CDC,  IBM,  DEC  VAX  and  MicroVAX,  Cray, 
Apollo,  and  Floating  Point  Systems  computers  and  ranges  in 
price  from  $17,000  to  $75,000. 

• EIS^  Executive  Information  Services  is  a fully  integrated 
decision  support  system  for  solving  complex  business  planning 
and  control  problems.  EIS  runs  on  IBM  systems  and  ranges  in 
price  from  $5,000  to  $125,000,  depending  on  the  size  of  the 
machine. 

• BOEING^  Proposal  Pricing  System  (PPS)  is  designed  to  help 
government  contractors  to  respond  quickly  and  competitively  to 
the  cost  proposal  portion  of  a government  Request  for  Proposal 
(RFP).  PPS  applies  rates  and  factors  to  price  the  resource 
estimates  and  produces  the  cost  bid  in  government-specified 
formats.  PPS  runs  on  IBM  computers  and  ranges  in  price  from 
$7,500  to  $90,000. 

• Scholar/Teach^^  allows  users  to  develop  and  modify  computer- 
based  instruction  courses,  presents  the  courses  to  students,  and 
administers  the  training  program.  Scholar/Teach  is  priced  at 
$95  (presentation  only)  and  $1,500  (author/presentation)  for 
IBM  microcomputers  and  $39,500  for  IBM  mainframes  (or 
$45,000  for  IBM- AGP  systems). 

• VectorPak™  Subroutine  Library  is  a set  of  over  150  Fortran- 
callable  mathematical  subprograms  that  function  as  program 
building  blocks.  The  library  offers  scientific  and  engineering 
programmers  the  use  of  supercomputer  assembly  language, 
without  having  to  resort  to  direct  assembly  language  coding. 
VectorPak  is  available  for  Cray  and  SCS  computers. 


Approximately  90%  of  BCS'  1988  noncaptive  revenue  was  derived 
from  the  federal  government  and  10%  was  derived  from 
commercial  clients. 
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• Government  revenue  is  derived  from  various  federal  agencies. 

• Commercial  revenue  is  derived  primarily  from  the 
manufacturing  and  energy  industries,  and  from  cross-industry 
applications. 

Geographic 

Markets 

An  estimated  99%  of  BCS'  1988  noncaptive  revenue  was  derived 
from  the  U.S.  and  1%  from  international  sources. 

BCS  has  field  sales  offices  in  12  U.S.  cities  - Boston,  Dallas, 
Denver,  Detroit,  Houston,  Los  Angeles,  New  York,  Philadelphia, 
Pittsburg,  San  Francisco,  Seattle,  and  Washington,  D.C. 

Computer 
Hardware  and 
Software 

BCS  offers  remote  computing  services  on  a variety  of  Cray,  IBM, 
and  CDC  CYBER  equipment.  Major  data  centers  for  commercial 
clients  are  located  in  Vienna  (VA)  and  Bellevue  (WA). 

• Vienna  (VA). 

- IBM  3081,  MVS,  VM  CMS. 

- IBM  3084,  MVS. 

• Bellevue  (WA). 

- IBM3081,  MVS,  VM. 

- CDC  CYBER  730,  760  (2),  825,  NOS  2.3. 

- Cray  X-MP  2x4  with  Solid  State  Disks  (SSD), 

COS,  1.14. 

Other  major  data  centers  (generally  support  parent  operations) 
are  located  in  Kent  (WA),  Wichita  (KS),  Huntsville  (AL),  and 
Philadephia  (PA). 

BCS  operates  a private  telecommunications  network  which  is 
available  to  virtually  every  major  U.S.  city  and  multiple 
international  locations. 
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BOEING  COMPUTER  SERVICES 
COMPANY 

2810  160th  Avenue,  S.E. 
Bellevue,  WA  98008 
(206)  865-5156 


Robert  L.  Dryden,  President 
Division  of  The  Boeing  Company 
Total  Noncaptive  Employees:  4,500* 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $1.2  Billion* 

Noncaptive  Computer  Services 
Revenue:  $300  Million* 


THE  COMPANY 


• Boeing  Computer  Services  (BCS),  formed  in  1970,  provides  a range  of  remote 
computing,  facilities  management,  professional  services,  software  products, 
and  education  and  training  to  Fortune  1000  companies  and  government 
agencies.  BCS  also  provides  processing  and  support  services  to  its  parent 
company. 

Current  offerings  to  noncaptive  clients  include  remote  computing  and 
facilities  management  processing  services;  communication  network 
design  and  management;  system  development  and  integration,  facilities 
management;  consulting  and  education  and  training  professional 
services;  and  systems  and  application  software  packages. 

BCS's  target  markets  include  the  federal  government  and  selected 
segments  of  the  energy  and  manufacturing  industries. 

• INPUT  estimates  BCS's  1986  noncaptive  computer  services  revenue  reached 
$300  million,  a 20%  increase  over  1985  estimated  noncaptive  revenue  of  $250 
million. 

• During  the  third  quarter  of  1986  BCS  disposed  of  its  Finanical  Services 
Division.  Details  were  not  disclosed.  The  division  provides  processing 
services  for  thrift  institutions  in  New  Jersey,  Pennsylvania,  Delaware, 
Maryland,  and  Georgia. 

• Boeing  Computer  Services  is  divided  into  four  major  groups  as  follows: 


Commercial  Services  Group  (CSG)  markets  remote  computing  services 
(including  supercomputing),  network  services,  distributed  processing 
services,  systems  integration,  consulting  services,  education  and 
training  services,  and  packaged  software  to  private  sector  clients. 

. While  BCS  continues  to  meet  the  varied  needs  of  Fortune  1000 
customers,  it  recently  reoriented  its  commercial  market 
strategies  to  concentrate  heavily  in  the  areas  of  energy  and 


*1NPUT  estimate 
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manufacturing  information  services.  To  this  end,  BCS  is  in  the 
process  of  developing  a set  of  products  and  services  uniquely 
geared  to  meet  the  information  requirements  of  selected  subsets 
of  these  two  industries. 

Government  Information  Services  (CIS)  provides  remote  computing, 
facilities  management,  and  systems  development  and  integration 
services  to  the  federal  government.  CIS  activities  are  divided  between 
Major  Systems  Programs  (MSP)  and  Government  Sales  Operations 
(GSO). 


. MSP  activities  involve  the  design,  construction,  and 
management  of  major  systems. 

. BCS's  GSO  organization  sells  remote  computing  and  related 
products  and  services  to  the  government. 

The  Advanced  Technology  Center  performs  research  in  artificial 
intelligence,  including  knowledge  systems  and  intelligent  control 
systems,  software  engineering,  and  high-speed  processing.  Research 
results  are  embedded  in  BCS's  products  and  services. 

Boeing  Support  Group  meets  the  information  processing  requirements 
of  the  Boeing  Company  and  its  operating  divisions. 

• Of  BCS's  11,000  employees,  INPUT  estimates  that  4,500  are  involved  in 
noncaptive  computer  services  activities. 

• BCS  is  a full  service  vendor  and  thus  competes  with  a variety  of  firms. 
However,  its  major  competitors  are: 

Computer  Sciences  Corporation,  Control  Data,  GEISCO,  Martin 
Marietta,  and  McDonnell  Douglas  Information  Systems  Group  for 
remote  computing  services. 

Computer  Sciences  Corporation,  Electronic  Data  Systems,  Martin 
Marietta,  and  Unisys  (System  Development  Corporation)  for 
government  professional  services. 

Software  products  competitors  are  too  diverse  to  identify  due  to  the 
variety  of  packages  marketed. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  BCS's  1986  noncaptive  computer  services  revenue  was 
derived  as  follows: 
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Revenue 

Percent 

($  millions) 

of  Total 

Professional  services 

$210 

70% 

Processing  services 

80 

27 

Software  products 

10 

_3_ 

$300 

1 00% 

• Professional  services,  contributing  an  estimated  $210  million  to  BCS's  1986 
noncaptive  computer  services  revenue,  include  systems  design,  development, 
and  integration;  network  design  and  management;  consulting;  education  and 
training;  and  facilities  management. 

Government-related  contracts  include  the  following; 

. During  1985  BCS  signed  a $214  million  contract  to  design, 
install,  and  operate  a nationwide  telecommunications  network 
for  NASA.  This  integrated  network  will  provide  voice,  data, 
facsimile,  and  full  motion  video  capabilities. 

. BCS  has  designed  and  implemented  a fully  integrated  data 
network  for  the  Commonwealth  of  Pennsylvania. 

. In  April  1986  BCS  announced  it  had  won  a $13  million,  three- 
year  contract  to  provide  systems  design,  development,  and 
integration  services  to  the  U.S.  Pacific  Air  Forces. 

The  Rome  Air  Development  Center  made  the  contract 
award,  selecting  BCS  to  act  as  prime  contractor  on  Its 
Constant  Watch  OPS/lntel  Automation  Project  which 
works  to  improve  U.S.  Air  Force  processing  capabilities 
In  the  Republic  of  Korea. 

The  project  will  include  creation  of  an  integrated  data 
base  and  application  software  systems;  design  and 
implementation  of  a local  area  network  and  the  installa- 
tion of  workstations;  and  a comprehensive  training 
program. 

The  contract  also  calls  for  the  Korean  system  to  become 
a prototype  for  use  by  the  Air  Force  in  Japan,  the 
Philippines,  and  Hawaii. 

This  project  expands  BCS's  PACAF  Production  System 
contract. 
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In  December  1986  the  Department  of  Energy  (DOE)  announced 
that  Westinghouse  Hanford  Company  and  BCS  had  won  the  $800 
million  per  year  Operations  and  Engineering  contract  at  the 
Hanford  nuclear  power  facilities. 


As  prime  contractor,  Westinghouse  will  be  responsible  for 
nuclear  engineering  and  reactor  management.  BCS,  as  a 
subcontractor  to  Westinghouse,  will  provide  data  proces- 
sing, telecommunications,  and  information  services 
support  for  Hanford  operations.  The  value  of  the  sub- 
contract to  BCS  is  estimated  at  $375  million  over  the 
five-year  term  of  the  contract. 

Currently,  BCS  at  Richland  (WA)  (BCSR)  supplies  data 
processing  and  software  development  services  to  the 
Department  of  Energy  and  its  contractors.  Headquar- 
tered in  the  Richland  Federal  Building,  BCSR  employs 
nearly  500  people  experienced  in  computer  operations  and 
in  business  and  scientific  software  development. 

BCSR,  which  has  been  providing  services  to  the  DOE  at 
Hanford  since  1976,  expects  to  double  its  current  number 
of  employees  under  the  new  contract. 

In  November  1986  BCS  announced  it  will  seek  a $1  billion,  ten- 
year  contract  with  NASA  to  act  as  Network  and  Mission  Opera- 
tions Support  (NMOS)  contractor.  BCS,  acting  as  prime 
contractor,  has  formed  a teaming  arrangement  with  Ford 
Aerospace  & Communications  Corporation,  which  will  serve  as 
principal  subcontractor  on  the  project. 

The  NMOS  contract  is  being  led  by  the  Mission  Opera- 
tions and  Data  Systems  Directorate  at  the  Goddard  $pace 
Flight  Center  in  Greenbelt  (MD).  The  directorate  has 
prime  responsibility  for  the  control  centers.  Space  and 
Ground  Networks,  communications,  and  data  systems 
which  support  near-earth  scientific  spacecraft. 

NMOS  is  a cost  plus  award  fee  type  contract  with  options 
which  may  extend  it  to  September  1997.  Proposals  are 
due  to  NASA  December  I,  1986.  Selection  is  expected 
next  June. 


In  December  1986  it  was  announced  that  BCS  and  AT&T  Federal 
Systems  Division  were  joining  forces  in  an  attempt  to  win  the 
$4.5  billion,  ten-year,  FTS  2000  federal  telecommunications 
contract. 


AT&T  is  bidding  to  be  the  prime  contractor  and  to  be 
responsible  for  overall  network  administration.  BCS  is 
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offering  to  build  the  multi-million  dollar  Services  Over- 
sight Center  that  the  government  is  specifying  in  its 
draft  FTS  2000  Request  for  Proposal  (RFP).  This  center 
is  designed  to  provide  a centralized  facility  for 
monitoring  the  quality  of  the  telecommunications 
functions  the  government  is  buying. 

BCS  would  also  write  network  software,  support  billing 
and  ordering  operations,  plus  provide  other  as-yet 
unspecified  systems  integration  and  project  management 
assistance  to  AT&T. 

The  GSA  is  not  expected  to  award  the  contract  until  the 
fourth  quarter  of  1 987. 

Professional  services  facilities  management  (client-owned  hardware) 
contracts  accounted  for  an  estimated  $60  million  in  revenue  during 
1986.  Clients  include  DOE  and  NASA. 

Education  and  training  services,  which  generated  an  estimated  $8-10 
million  in  1986,  include  the  following; 

. BCS  offers  a catalog  of  over  250  computer  training  and 

management/communications  courses. 

The  courses  cover  a range  of  topics  for  managers, 
analysts,  programmers,  beginners,  and  users. 

Classes  are  regularly  scheduled  in  Detroit,  Seattle,  and 
Washington.  Facilities  are  also  available  in  San  Francisco 
and  Dallas. 

Course  videotapes  can  be  purchased  for  in-house  use. 

. Customized  training  services  are  also  available.  BCS  can 

provide  complete  computer  training  program  management, 
including  course  development,  on-site  instruction,  scheduling, 
and  training  record  maintenance. 

. Ford  Motor  Company  spends  approximately  $1  million  a year  on 
BCS  training  courses. 

• Processing  services  provided  by  BCS  are  offered  from  four  different  proces- 
sing environments.  Interactive,  remote  batch,  inquiry/response,  and  batch 
services  are  available.  Current  network  offerings  are  shown  in  Exhibit  A. 

The  four  access  modes  of  BCS's  MAINSTREAM®  processing/network 
service  are  as  follows: 
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EXHIBIT  A 

BCS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• CIVIL  ENGINEERING 

- MAINSTREAM-CTS:  IBM  370, 3081,  VM 

- SLOPE 2 

- MAINSTREAM-EKSiCDC  CYBER  720, 760,  NOS 

• COMPUTER-BASED  INSTRUCTION 

- MAINSTREAM-TSO:  IBM  370, 3033,  OSA/S2 

- LEARN 

- MAINSTREAM-VSP:  CRAY-1  S,  COS 

- SCHOLAR/TEACH  3 

• PROGRAMMING  LANGUAGES 

- APL  - COMPASS 

• MATHEMATICS/STATISTICS 

- ASSEMBLER  - FORTRAN 

- BCSLIB  - SAS 

- BASIC  - PASCAL 

- VECTOR  PAK  - SPSS 

- COBOL  - PU1 

- PDS/MAGEN  - SIR 

• INFORMATION/DATA  BASE  MANAGEMENT 

• MECHANICAL  DESIGN 

- CICS  - SIR 

- NUPIPE  - ANSYS 

- EASYTRIEVE  - SYSTEM  2000 

- TPIPE  - AIRBEAR 

- IDMS  - FOCUS 

- ADLPIPE  - CSPICE 

- IMSA/SDB  - MODEL  204 

- PHOENICS 

- INQUIRE  - CREATABASE 

• MODELING/SIMULATION 

- RAMIS  II 

- EASY  5 - SLAM 

• BUSINESS  AND  FINANCE 

- ACSL  - SIMSCRIPT 

- EIS  (DECISION  SUPPORT) 

• PROJECT  MANAGEMENT 

• ENERGY  SERVICES 

- PROJECT/2 

- CREAS  - VIP 

• STRUCTURAL  DESIGN 

- PDQ7  - TERRALOG 

- ANSYS  - NASTRAN 

- EPRI  - PROCESS 

- EASE2  - SASSI 

- NUCLIB 

- E3SAP  - STAR DYNE 

• LIBRARY  MANAGEMENT 

- GTSTRUDL  - STRUBASE 

- SHOWCASE  (AUTHOR  LIBRARY) 

- MARC 

- PANVALET 

• GRAPHICS/PLOTTING 

- BIGS  - DI-3000 

- DISSPLA  - GDDM/PGF 

- EIS  GRAPHICS  - CPS-1 

- TELL-A-GRAF  \ 

CAMS  1987 
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. MAINSTREAM-CTS  is  used  primarily  for  interactive  program 
development,  execution  of  interactive  programs,  business, 
decision  support,  and  data  base  applications.  MAINSTREAM- 
CTS  operates  on  large-scale  IBM  hardware  under  control  of  a 
BCS-enhanced  version  of  IBM  VM/370. 

. MAINSTREAM-TSO  is  used  for  large  volume  batch  processing 
and  interactive  program  development.  Among  its  many  applica- 
tions are  data  base  management  and  reporting,  financial 
systems,  and  statistical  analysis.  MAINSTREAM-TSO  operates 
on  large-scale  IBM  hardware  under  the  control  of  IBM  OS/VS2, 
with  MVS. 

. MAINSTREAM-EKS  is  used  primarily,  but  not  exclusively,  by  the 
scientist,  researcher,  statistician,  or  engineer.  Its  batch  and 
interactive  processing  modes  are  completely  compatible,  sharing 
the  same  command-based  operating  system  and  supporting 
utilities.  MAINSTREAM-EKS  operates  on  CDC  CYBER  large- 
scale  computers  under  a BCS-enhanced  version  of  NOS. 

. MAINSTREAM-VSP  provides  specialized,  high-speed  computing 
for  vector  and  scalar  processing  used  in  engineering,  scientific, 
and  other  applications  requiring  the  power  of  a supercomputer. 
MAINSTREAM-VSP  is  offered  on  a CRAY  X-MP  and  is  accessed 
through  the  job  submission  and  interactive  facilities  of  the  CDC 
environment,  MAINSTREAM-EKS. 

There  are  approximately  1,200  commercial  users  of  BCS’s  network 
services.  INPUT  estimates  that  the  federal  government  accounted  for 
about  50%  of  BCS's  1986  processing  revenue. 

BCS  has  recently  reoriented  its  commercial  market  strategies  to 
concentrate  in  the  areas  of  energy  and  manufacturing  information 
services. 

. In  January  1986,  BCS  introduced  The  Petroleum  Gallery 
service.  BCS  management  states  that  this  offering  represents 
the  petroleum  industry's  most  comprehensive  set  of  fully 
integrated  software  and  services.  Accessible  from  an  IBM 
PC/XT  or  AT,  The  Petroleum  Gallery  distributes  software  and 
data  bases  of  information  from  the  petroleum  industry's  leading 
vendors.  Current  releases  of  The  Petroleum  Gallery  cover 
reservoir  simulation,  geological  mapping,  and  well  log  analysis. 
Subsequent  releases  will  address  geophysics  and  seismic  search, 
land  and  lease  management,  economic  analysis,  production 
management,  drilling  and  completion  and  imaging. 

The  Initial  release  included  Petroleum  Information 
Corporation's  Petroleum  Information  On-Line  data  bases 
of  U.S.  well  and  production  data,  and  analytical  reservoir 


7 of  13 
April  1987 

©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


BOEING  COMPUTER  SERVICES  COMPANY 


modeling  software  from  Scientific  Software-Intercomp, 
J.S.  Nolen  and  Associates,  and  Exploration  Consultants 
Limited. 


Release  2,  introduced  in  June  1986,  contained  mapping 
applications  from  Geographix,  Inc.  (ISOMAP  I,  II,  and  III, 
SEISM AP,  and  WELLBASE),  Radian  Corporation  (CPS- 1 
and  CPS/PC),  RockWare,  Inc.  (GRIDZO),  and  TERRA- 
SCIENCES,  Inc.  (TERRAPLOT).  Data  base  suppliers 
include  Petroleum  Information  Corporation  (Digital 
Mapping  System),  Phillips  Petroleum  Company  (Phillips 
Digitized  U.S.  Base  Map  Data),  and  Tobin  Surveys,  Inc. 
(Tobin  Digital  Regional  Base  Mapping  and  Well 
Coordinate  Service). 


Release  3,  introduced  in  January  1987,  contains  well  log 
and  other  applications  from  Dynamic  Graphics  (Surface 
Display  Library  and  Surface  Gridding  Library),  Scientific 
Software-Intercomp  (LOGCALC  II  and  PROBE), 
TERRASCIENCES,  Inc.  (TERRALOG  and  TerraStation), 
UNIRAS  (RASPAK,  GEOPAK,  GEOINT,  KRIGPAK, 
SEISPAK,  CADRAS,  and  BIZPAK),  ECL  (ECLIPSE), 
GEOSIM  (PETROPHYSICS  and  LOG  ASSIST),  and 
Dialcom's  family  of  electronic  communication  and 
information  services.  Data  base  suppliers  include 
Digitech  Information  Services,  Ltd.  (MEGAFILE),  M.J. 
Systems,  Inc.  (North  American  well  logs  and  well  files), 
Petroconsultants  (MundoCart  and  Well  File).  QC  Data 
Collector's  well  log  digitizing  services  are  also  available. 

Petroleum  Gallery  users  access  BCS's  engineering  and 
scientific  computers,  including  the  CRAY  X-MP,  located 
in  Bellevue  via  the  Boeing  Telecommunications  Network, 
a nationwide  communication  facility  offering  local  dial 
service  from  cities  across  the  U.S. 


. In  the  manufacturing  arena,  BCS  is  developing  products  and 
services  for  the  design  engineering  office  and  shop  floor. 
Computer  integrated  manufacturing  (CIM)  is  a key  part  of  this 
strategy.  BCS  supplies  CIM  support  in  planning  and  systems  and 
offers  special  purpose  CIM  systems  in  the  areas  of  MRP  II, 
project  planning  and  control,  electronic  blueprint  distribution, 
configuration  management,  man-machine  interface  enhance- 
ment, and  an  integrated  graphics  and  engineering  workstation. 

Remote  computing  and  related  products  and  services  are  provided  to 
the  federal  government  through  BCS's  Government  Information 
Services'  GSO  organization.  For  the  past  several  years,  BCS  has  been 
the  leading  vendor  of  information  services  under  the  General  Services 
Administration's  Teleprocessing  Services  Program.  BCS  supplies  its 
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services  to  such  agencies  as  the  Department  of  Transportation,  the 
Department  of  Labor,  the  Department  of  Defense,  and  the  Department 
of  Education. 

INPUT  estimates  that  processing  facilities  management  contracts 
accounted  for  approximately  $15  million  of  BCS's  processing  revenue  in 
1986.  Most  contracts  are  performed  for  various  agencies  within  the 
federal  government. 

• Software  products,  contributing  an  estimated  $10  million  to  BCS's  1986 
noncaptive  computer  services  revenue,  include  the  following: 

Axxyz^“-  (pronounced  Axe-ease)  Integrated  Software  is  a newly 
developed  product  in  the  area  of  mechanical  CAE/CAD/CAM 
technology.  Axxyz  provides  a structure  by  which  manufactured 
products  can  be  represented  by  one  integrated  data  set  linked  into  the 
entire  engineering  and  manufacturing  process.  Hardware  independent, 
Axxyz  uses  commonality  in  geometry,  data  base  interfaces,  user  data 
management,  and  graphic  manipulation  for  two-  and  three-dimensional 
images. 

BCSLIB  is  a general  purpose  mathematics  and  utility  subprogram 
library  that  contains  several  hundred  routines  for  Fortran  applica- 
tions. Fortran  routines  cover  all  major  areas  of  numerical  mathe- 
matics, including  interpolation  and  approximation,  polynomials  and 
nonlinear  calculus,  linear  algebra,  statistics  and  probability,  and  matrix 
and  vector  operations. 

Boeing®  CALC  is  a three  dimensional  spreadsheet  package  which 
operates  on  IBM  PC/XT  and  AT  personal  computers  and  close 
compatibles.  Boeing  CALC  can  generate  spreadsheets  with  up  to 
16,000  rows,  16,000  columns,  and  16,000  pages.  The  package  reads  and 
writes  all  versions  of  Lotus  1-2-3  and  Symphony  work  files  and  ASCII 
and  DIF  files.  The  product  is  available  on  an  unlimited  right-to-copy 
basis. 

EASY5  Engineering  Analysis  System  provides  a modular  approach  to 
dynamic  system  model  building  and  analyses.  Models  may  be 
constructed  from  either  predefined  or  user-supplied  components.  The 
software  performs  non-linear  simulations  and  a variety  of  analyses  on 
the  system  model,  including  simulation,  frequency  response,  linear 
model  generation,  root  locus,  steady  state,  stability  margins,  and 
optimal  controller  synthesis. 

EIS®  Executive  Information  Services  is  a fully  integrated  decision 
support  system  for  solving  complex  business  planning  and  control 
problems.  The  system  manages  multi-dimensional  timespread  data, 
with  automatic  consolidation  along  each  dimension.  Functionally,  EIS 
consists  of  components  for  modeling,  graphics,  report  writing, 
statistics,  and  financial  functions,  with  both  a relational  and  multi- 
dimensional data  base  manager. 
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GTSTRUDL  , a proprietary  program  developed  by  Georgia  Tech 
Research  Institute  and  marketed  by  BCS,  is  a general  purpose  program 
to  aid  the  structural  engineer  in  analyzing  and  designing  frame 
structures  and  solving  problems  in  continuum  mechanics.  Commands 
provide  for  the  specification  of  structural  geometry  and  topology, 
loadings  and  other  external  influences,  member  properties,  analysis 
method,  output  content  and  format,  data  management  directives, 
design  parameters,  and  criteria. 

Production  Management  System  (PMS)  Family  of  Products  are 
Manufacturing  Resource  Planning  (MRP)  systems  for  aerospace  and 
defense  contractors  and  subcontractors  who  require  unique  traceability 
and  costing  capabilities.  PMS  can  trace  by  contract  or  project  and  by 
lot  and  serial  number,  providing  actual  job  costing  every  step  of  the 
way.  The  actual  labor,  material,  and  overhead  costs  collected  by  PMS 
are  vital  information  for  government  reporting.  PMS  encompasses  the 
full  range  of  activities  found  in  engineering  and  manufacturing— bills  of 
material,  inventory  control,  material  requirements  planning,  capacity 
requirements  planning,  scheduling,  financials,  purchasing/receiving, 
shop  floor  control,  and  labor  collection. 

Boeing®  Proposal  Pricing  System  (PPS)  is  software  designed  to  help 
government  contractors  respond  quickly  and  competitively  to  the  cost 
proposal  portion  of  a government  Request  for  Proposal  (RFP).  PPS  is  a 
menu  driven  system  using  terminology  familiar  to  proposal  team 
members.  User's  build  an  indentured  Work  Breakdown  Structure.  PPS 
applies  rates  and  factors  to  price  the  resource  estimates  and  produces 
the  cost  bid  in  government-specified  format.  The  system  also  has  the 
ability  to  perform  "what  if"  scenarios  in  which  cost,  time,  or  other 
variables  are  analyzed. 

Scholar/Teach®  allows  users  to  develop  and  modify  computer-based 
instruction  courses,  presents  the  courses  to  students,  and  administers 
the  training  program.  A restrictive  sign-on  technique  determines 
access  to  various  functions.  This  allows  lesson  planners  to  build  and 
edit  the  teaching  sessions,  administrators  to  preregister  users,  and 
restricts  students  to  following  the  instruction  plan.  Report  writing 
capabilities  produce  standard  reports  on  lesson  activity,  lesson 
performance,  and  computer  resource  use. 

. In  June  1986  the  Australian  Department  of  Social  Security  (DSS) 
chose  Scholar/Teach  for  Its  nationwide  agency  training  program. 

Under  the  contract  BCS  will  design  and  develop 
Scholar/Teach  courses  to  train  DSS  employees  to  use  a 
nationwide  on-line  inquiry  update  system,  conduct  course 
author  training  for  agency  personnel,  and  provide  overall 
program  management. 
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The  agreement  also  includes  installation  of  Scholar/Teach 
software  on  Amdahl  mainframes  operating  under  CICS. 

VectorPak  Subroutine  Library  is  a set  of  Fortran-callable 
mathematical  subprograms  that  offers  scientific  and  engineering 
programmers  the  efficiency  that  can  be  achieved  using  supercomputer 
assembly  language  without  resorting  to  direct  assembly  language 
coding.  Instead,  VectorPak  furnishes  the  programmer  with  over  ISO 
mathematical  subprograms  that  function  as  program  building  blocks. 

BCS's  software  products  are  shown  in  Exhibit  B. 

• In  September  1986  BCS  announced  it  had  formed  a "strategic  alliance"  with 
Scientific  Computer  Systems  Corporation  (SCS)  of  San  Diego  to  provide 
operating  system  software  to  run  on  the  SCS-40  near  supercomputer. 

BCS  will  adapt  COS  1.13,  the  public  domain  version  of  the  Cray 
Operating  System,  to  run  on  the  SCS-40.  BCS  will  also  maintain  the 
operating  system. 

BCS  will  offer  its  line  of  engineering  and  scientific  software  packages 
for  use  on  the  SCS-40.  Software  support  and  training  will  also  be 
provided. 

BCS  will  participate  with  SCS  in  joint  marketing  and  sales  activities. 

INDUSTRY  MARKETS 

• BCS's  noncaptive  industry  revenue  for  1986  is  estimated  by  INPUT  as  follows: 

Federal  government  75% 

Commercial  25 

100% 

• Government  revenue  is  derived  from  various  federal  agencies. 

• Commercial  revenue  is  derived  primarily  from  the  manufacturing  and  energy 
industries,  and  from  cross-industry  applications. 

GEOGRAPHIC  MARKETS 

• An  estimated  97%  of  BCS's  1986  noncaptive  revenue  came  from  the  U.S.  The 
remaining  3%  was  derived  from  international  sources. 

• Effective  January  I,  1986,  BCS  focused  its  field  sales  offices  in  ten  U.S. 
cities— Boston,  Chicago,  Dallas,  Denver,  Houston,  Los  Angeles,  New  York, 
Philadelphia,  San  Francisco,  and  Washington,  D.C. 
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EXHIBIT  B 


BOEING  COMPUTER  SERVICES  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

HARDWARE 

REQUIREMENTS 

Axxyz 

Engineering 

workstation 

On  Request 

IBM,  APOLLO,  DEC  VAX, 
Data  General 

BCSLIB 

Math 

subprograms 

On  Request 

CRAY,  IBM,  CDC,  DEC  VAX, 
APOLLO,  SCS,  NAS, 

Data  General,  IBM  PC/XT/AT 

Boeing  CALC 

Spreadsheet 

$399  (micro) 
$795  (LAN) 

IBM  PC/XT/AT 
IBM 

EASY5 

Systems 
simulation  and 
control 

$17,000-$75,000 

CDC,  IBM,  DEC  VAX  and 
Micro  VAX,  CRAY,  APOLLO, 
FPS 

EIS 

Decision  support 
system 

$45, 000-$1 15,000 

IBM 

GTSTRUDL 

Structural 

design 

On  Request 

DEC  VAX,  IBM,  Data  General, 
CDC,  APOLLO 

PMS 

Manufacturing 
resource  planning 

$35,000-$223,000 

HP  3000 

PMS/I 

Manufacturing 
resource  planning 

$240,000-$400,000 

IBM  43XX  and  above 

PPS 

Proposal  pricing 

$60,000 

IBM 

Scholar/Teach 

Computer-based 

$495  (micro  author/presentation) 

IBM 

instruction 

$95  (micro  presentation  only) 
$39,500  (mainframe) 

IBM 

IBM 

VectorPak 

Optimized  math 
subprograms 

On  Request 

CRAY,  SCS 

CAMS  1987 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• BCS  offers  remote  computing  services  on  a variety  of  CRAY,  IBM,  and  CDC 
CYBER  equipment.  Major  data  centers  for  commercial  clients  are  located  in 
Vienna  (VA)  and  Bellevue  (WA). 

Vienna  (VA). 

IBM  3081,  MVS,  VM  CMS. 

IBM  3084,  MVS. 

IBM  4341,  VM  CMS. 

IBM  4381,  MVS. 

NAS  8063,  MVS,  VM  CMS. 

Bellevue  (V-/A). 

CDC  CYBER  720,  760,  NOS. 

CRAY  X-MP  2x4  with  Solid  State  Disks  (SSD),  COS. 

• Other  major  data  centers  (generally  supporting  parent  operations)  are  located 
in  Seattle  and  Kent  (WA),  Wichita  (KS),  and  Philadelphia  (PA). 

• BCS  operates  its  own  private  telecommunications  network  which  is  available 
to  virtually  every  major  U.S.  city  and  multiple  international  locations. 
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BOEING  COMPUTER  SERVICES 
COMPANY 

28 1 0 1 60th  Avenue  S.E. 

Bellevue,  WA  98008 
(206)  763-5250 


Robert  L.  Dryden,  President 
Division  of  The  Boeing  Company 
Total  Noncoptive  Employees:  2,256 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $590,541,000 
Noncoptive  Computer  Services  Revenue: 
$169,347,000 


THE  COMPANY 

• Boeing  Computer  Services  (BCS),  formed  in  1970,  provides  remote  computing 
services  through  several  timesharing  options  (including  microcomputer 
communications),  offers  professional  and  educational  services,  processing  and 
professional  services  facilities  management,  and  markets  software  products. 
Major  industry  markets  are  services  to  the  federal  government,  engineering, 
energy,  and  insurance  sectors.  Future  markets  for  BCS  services  will  em- 
phasize telecommunications,  manufacturing,  and  distribution. 

• BCS's  1982  noncaptive  computer  services  revenue  was  $169.3  million,  a 17% 
growth  rate  over  $144.5  million  in  1981.  A five-year  financial  summary  of 
BCS's  noncaptive  computer  services  revenue  follows: 


BOEING  COMPUTER  SERVICES 

FIVE-YEAR  NONCAPTIVE  COMPUTER  SERVICES  REVENUE  SUMMARY 

($  millions) 


YEAR 

ITEM  ^ 

1982 

1981 

1980 

1979 

1978 

Total  noncaptive 
revenue 

$169.3 

$144.5 

$1 14.1 

$90.5 

$65.7 

Percent  increase 
from  previous  year 

17% 

27% 

26% 

38% 

N/A 

• BCS  is  divided  into  four  major  groups: 


Commercial  Services  Group  markets  remote  computing  services, 
network  services,  distributed  processing  services  and  systems  develop- 
ment, and  consulting  services. 

Federal  Systems  Group  provides  professional  services  and  sales  support 
for  systems  development,  systems  integration,  and  facilities  manage- 
ment services  to  the  federal  government. 
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Software  and  Education  Products  Group  supports  the  company's  soft- 
ware products  and  education  and  training  services. 

Boeing  Support  Group  meets  the  data  processing  requirements  of  The 
Boeing  Company  and  its  operating  divisions. 

• The  Financial  Services  Group,  a former  organization  based  in  Seattle,  was 
dissolved  in  1 982.  It  contained  three  autonomous  divisions. 

Portions  of  the  item  and  bank  accounting  processing  services  provided 
by  the  Bank  Services  Division  were  sold  and  other  contracts  were 
transferred  to  local  processors.  The  division  had  accounts  in  Washing- 
ton, California,  and  New  Mexico. 

The  software  and  other  assets  of  the  Electronic  Funds  Transfer  Ser- 
vices Division  were  sold  to  ATM  Network  Management  Corporation  in 
April  1982.  The  division  marketed  an  ATM  switching  product  called 
Financial  Electronic  Switching  System  (FINESS). 

The  Thrift  Services  Division,  based  in  New  Jersey,  was  renamed  the 
Financial  Services  Division  and  remains  in  operation. 

• BCS  is  a full  services  vendor  and  thus  competes  with  a variety  of  firms. 
However,  its  major  competitors  are: 

Computer  Sciences  Corporation,  Control  Data,  GEISCO,  Martin 
Marietta,  MCAUTO,  and  Tymshare  for  remote  computing  services. 

Computer  Sciences  Corporation,  Electronic  Data  Systems,  Martin 
Marietta,  and  System  Development  Corporation  for  government  profes- 
sional services. 

Software  products  competitors  are  too  diverse  to  identify  due  to  the 
variety  of  packages  marketed. 

KEY  PRODUCTS  AND  SERVICES 

• BCS's  worldwide  noncaptive  computer  services  revenue  was  derived  as 
follows: 


1982 

1981 

Percent 
of  Total 

Revenue 
($  millions) 

Percent 
of  Total 

Revenue 
($  millions) 

Processing  services 

71% 

$120.2 

66% 

$ 95.8 

Professional  services 

28 

47.3 

33 

46.9 

Software  products 

J_ 

1.8 

J_ 

1.8 

100% 

$169.3 

100% 

$ 144.5 
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Processing  services  increased  25%  during  the  past  year.  Professional  services 
and  software  revenue  were  basically  flat.  Included  in  the  above  is  foreign 
revenue  which  was  $6.4  million  in  1982  and  $4.6  million  in  1981,  an  increase  of 
39%. 


In  1982,  a year  when  other  remote  computing  services  companies  reported 
significant  declines  in  general  remote  computing  services,  BCS  reported  a 
29%  growth  rate.  Increases  were  attributed  to  success  in  marketing  process- 
ing services  to  the  federal  government  and  to  growth  in  BCS's  engineering 
services. 


The  growth  rate  for  1983  is  expected  to  be  lower,  but  should  still 
exce^  industry  averages. 

Stabilization  of  some  government  contracts,  the  impact  of  microcom- 
puters, and  the  general  economy  are  cited  as  reasons  for  lower  growth 
expectations. 


BCS's  noncaptive  processing  revenue  is  further  segmented  as  follows: 


1982 

($  millions) 

Percent 

Increase  (Decrease) 

Remote  Computing 

$101.2 

29% 

Batch 

5.0 

(5%) 

Facilities  Management 
Processing 

14.0 

14% 

$120.2 

25% 

1981 

($  millions) 
$78.2 


5.3 


12.3 

$95.8 


Processing  services  provided  by  BCS  are  offered  from  four  different  process- 
ing environments.  Interactive,  remote  batch,  inquiry/response,  and  batch 
services  are  available. 

The  four  access  modes  of  BCS's  MAINSTREAM®  timesharing  service, 
ranked  by  their  revenue  contribution,  are: 


MAINSTREAM-CTS  is  used  primarily  for  interactive  program 
development,  execution  of  interactive  programs,  business, 
decision  support,  and  data  base  applications.  MAINSTREAM- 
CTS  operates  on  large-scale  IBM  hardware  under  control  of  a 
BCS-enhanced  version  of  IBM  VM/370. 


MAINSTREAM-TSO  is  used  for  large  volume  batch  processing 
and  interactive  program  development.  Among  its  many  applica- 
tions are  data  base  management  and  reporting,  financial 
systems,  and  statistical  analysis.  MAINSTREAM-TSO  operates 
on  large-scale  IBM  hardware  under  the  control  of  IBM  OS/VS2, 
with  MVS. 
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. MAINSTREAM-EKS  is  used  primarily,  but  not  exclusively,  by  the 
scientist,  researcher,  statistician,  or  engineer.  Its  batch  and 
interactive  processing  modes  are  completely  compatible,  sharing 
the  same  command-based  operating  system  and  supporting 
utilities.  MAINSTREAM-EKS  operates  on  CDC  CYBER  large- 
scale  computers  under  a BCS-enhanced  version  of  NOS. 

. MAINSTREAM-VSP  provides  specialized,  high-speed  computing 
for  vector  and  scalar  processing  used  in  engineering,  scientific, 
and  other  applications  requiring  the  power  of  a super 
computer.  MAINSTREAM-VSP  is  offered  on  a CRAY-IS  and  is 
accessed  through  the  job  submission  and  interactive  facilities  of 
the  CDC  environment,  MAINSTREAM-EKS. 

A profile  of  the  applications  offered  on  the  four  MAINSTREAM  ser- 
vices is  presented  in  Exhibit  A. 

There  are  approximately  1,500  commercial  users  of  BCS's  network 
services.  The  federal  government  accounted  for  about  50%  of  BCS's 
1982  processing  revenue. 

Boeing's  commercial  market  consists  of  three  primary  areas:  business 
management  services,  data  processing  services,  and  engineering/scien- 
tific services.  A separate  Financial  Services  Division  supplies  remote 
computing  services  to  thrift  institutions. 

New  announcements  for  BCS  remote  computing  services  have  centered 
on  additional  applications  and  systems  software,  improved  communica- 
tions, and  engineering  and  financial  workstations. 

. Financial  and  economic  data  bases  from  Standard  & Poor's 
Compustat  Services  and  Evans  Economics  were  added  to 
supplement  BCS's  decision  support  services. 

A new  BCS  product  called  DART  gives  immediate  access 
to  COMPUSTAT®  II  data  bases  containing  company  and 
industry  data  for  credit  and  comparative  analysis,  poten- 
tial merger/acquisition  examination,  investment  portfolio 
management,  corporate  planning,  securities,  and  divesti- 
ture analysis. 

The  Evans'  historical,  forecasting,  and  regional  data  bases 
include  more  than  500,000  time  series  and  cover  the 
producer,  consumer,  and  industry  price  indexes  as  well  as 
international,  IMF,  financial,  flow  of  funds,  and  agricul- 
tural data  and  U.S.  economic  activity.  Also  included  is 
access  to  specific  packages  of  data  (DATAPAC^^) 
compiled  by  industry,  market,  region,  or  application. 
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EXHIBIT  A 

BCS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• CIVIL  ENGINEERING 

- MAINSTREAM-CTS:  IBM  370,  3081,  VM 

- CAPDET 

- MAINSTREAM-EKS:  CDC  CYBER  720,  760,  NOS 

- HEC-2 

- MAINSTREAM-TSO;  IBM  370,  3033,  OS/VS2 

- WATSIM 

- MAINSTREAM-VSP:  CRAY-1S,  COS 

• COMPUTER-BASED  INSTRUCTION 

• PROGRAMMING  LANGUAGES 

- LEARN 

- APL  - COMPASS 

- SCHOLAR/TEACH  3 

- ASSEMBLER  - FORTRAN 

- BASIC  - PASCAL 

• MATHEMATICS/STATISTICS 

- COBOL  - PL/1 

- APEX-III  - PDS/MAGEN 

- BCSLIB  - SAS 

• INFORMATION/DATA  BASE  MANAGEMENT 

- BMDP  - SCSS 

- ADRS  - INQUIRE 

- BOX-JENKINS  - SPSS 

- CICS  - PANAUDIT 

- CRAYPACK  - STATPAK 

- EASYTRIEVE  - PRO/GRAMMAR 

- EIS  STATISTICS 

- EISQUIRE  - RAMIS  II 

- EZDATA  - RIM 

• MECHANICAL  DESIGN 

- IDMS  - SIR 

- BLAZER  - RELAP 

- IMS/VSDB  - SYSTEM  2000 

- NUPIPE  - TPIPE 

- INTELLECT 

• MODELING/FORECASTING 

• DATABASES 

- GRAPHS  AND  HISTOGRAMS  (APL) 

- COMPUSTAT  II 

- GPSSV 

- EIS  ECONOMIC  DATA 

- MPSX/370 

- EVANS  ECONOMIC  DATA  BASES 

• PROJECT  MANAGEMENT 

• BUSINESS  AND  FINANCE 

- PMS  IV  - QUE  PASA 

- BA/BASIC  (BUSINESS  ANALYSIS) 

- PROJECT/2 

- CASH  CONTROL 

- CUFFS  (FINANCIAL  FORECASTING) 

• STRUCTURAL  DESIGN 

- CURRENCY  CONVERSION 

- ANSYS  - NASTRAN 

- DATAGRAF 

- EASE2  - SAIL  II 

- ECONO  SCOPE 

- E^SAP  - STARDYNE 

- EIS  (DECISION  SUPPORT) 

- GTSTRUDL  - SUPERTAB 

- EIS  FINANCIAL  LIBRARY 

- MARC  - SYSPRO 

- PAUS  (PLANNING  AND  ANALYSIS) 

• GRAPHICS/PLOTTING 

• BUILDING  ENERGY  ANALYSIS 

- BIGS  - EIS  GRAPHICS 

- BLAST  - SCOUT 

- CRTPLOT  - GDDM/PGF 

- DOE-2  - SOLCOST 

- DAZYPLOT  - TELL-A-GRAF 

- F-CHART  - TRACE 

- DISSPLA 

• LIBRARY  MANAGEMENT 

- MODIFY  - PANVALET 

- UPDATE 

- SHOWCASE  (AUTHOR  LIBRARY) 
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BCS  also  offers  the  Evans  Economics  Electronic  News 
Service.  Accessed  via  microcomputer  or  standard 
terminals,  this  service  provides  a combination  of  histor- 
ical data,  forecasts,  analyses,  and  commentary  on  a range 
of  economic  and  financial  data  bases. 

A family  of  products  to  help  architects  and  engineers  design 
buildings  with  low  energy  requirements  were  added  to  the 
network.  These  include  BLAST,  SCOUT,  DOE-2,  TRACE, 
SOLCOST,  and  F-CHART. 

Several  new  features  were  added  to  the  BCS  Executive  Informa- 
tion Service  (EIS)  including  more  powerful  business  modeling 
capabilities,  expanded  support  for  color  graphics,  and  the  ability 
to  support  the  IBM  3270  family  of  display  terminals. 

BCS  introduced  the  EIS  MicroWorkstation,  a microcomputer- 
based  service  to  aid  the  financial  planner.  Two  workstations  are 
offered,  featuring  the  processing  capabilities  of  EIS,  BCS's  fully- 
integrated  decision  support  system. 

One  workstation,  offered  on  two  hardware  models,  is  a 
bundled,  distributed  system  linking  the  microcomputer  to 
the  mainframe.  The  workstations  are  offered  on  the  IBM 
PC  and  PC  XT  and  include  several  peripherals  and  EIS 
software.  Price  of  the  PC  system  is  a one-time  charge  of 
$6,600.  The  PC  XT  product  sells  for  $8,700.  Both 
products  extend  a $500  per  month  credit  during  the  first 
year  for  processing  performed  on  the  BCS  network. 

The  second  workstation  is  a software  and  services  offer- 
ing to  be  implemented  on  the  IBM  PC  XT/370.  It  will 
feature  the  modeling  and  forecasting  capabilities  of  the 
host-based  EIS  command  language  for  standalone  use  and 
will  have  communications  links  for  interactive  use  with  a 
mainframe. 

Relational  Information  Management  (RIM)  System  is  a new 
relational  data  base  management  system  for  use  in  both  admini- 
strative and  engineering/scientific  applications.  It  is  also  sold 
separately  as  a software  product. 

RAMIS®  II,  developed  by  Mathematica,  was  added  to  enhance 
BCS's  business  management  services.  The  data  base  manage- 
ment system  provides  the  facilities  necessary  for  the  design  and 
operation  of  information  systems  in  both  batch  and  timesharing 
environments. 

PRO/grammar^  “- , a high  level  application  development  lan- 
guage that  combines  the  simplicity  of  a report  generator  with 
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the  flexibility  of  a conventional  programming  language,  was 
added  to  MAINSTREAM. 

. IBM's  Systems  Network  Architecture  (SNA)  has  been  imple- 
mented on  the  MAINSTREAM-TSO  and  CTS  services.  SNA 
allows  BCS  to  support  all  3270-type  terminals  and  other  ad- 
vanced terminals  such  as  the  IBM  8775  and  provides  the  base  for 
supporting  distributed  processing  applications  using  IBM  8100 
and  43(X)  processors. 

. An  engineering  workstation,  designated  the  DP8400,  was  intro- 
duced for  designing  buildings,  bridges,  towers,  platforms,  vehicle 
frames  and  components,  plate  and  shell  structures,  nuclear 
pressure  vessels,  solar  collectors,  and  heavy  equipment.  The 
DP8400  consists  of  a DEC  PDP- 11/23  processor  and  related 
peripherals,  an  input/output  desk,  software  for  local  processing, 
a communications  controller,  and  an  executive  control  package 
that  links  local  hardware  and  software  to  the  MAINSTREAM- 
EKS  service. 

. In  late  1983  BCS  announced  its  Micro/8410  workstation,  a dis- 
tributed processing  system  designed  specifically  for  structural 
analysis  applications.  The  workstation  links  a Scientific  Micro 
Systems  MDX  II  microcomputer  with  the  MAINSTREAM  main- 
frames. The  Micro/8410  is  the  first  In  a family  of  workstations 
BCS  is  designing  for  the  engineering  and  energy  industries. 

. In  late  1983  BCS  announced  three  new  business  services  designed 
for  end  users  as  well  as  data  processing  professionals.  The  new 
applications  are  offered  on  MAINSTREAM. 

ECONOSCOPE  is  an  easy-to-use  economic  analysis  and 
forecasting  system. 

INTELLECT  helps  nontechnical  users  access  information 
from  data  bases  without  learning  a computer  language. 

DATAGRAF  integrates  interactive  access  and  data  bases 
with  graphic  and  statistical  capabilities. 

In  order  to  provide  a medium  for  software  authors  to  provide  applica- 
tions on  the  network,  BCS  announced  SHOWCASE  in  July  1983.  With 
SHOWCASE,  authors  develop,  support,  and  maintain  their  software  as 
well  as  market,  price,  and  promote  it.  BCS  installs  the  production 
version  and  displays  the  application  on  a nationwide,  on-line  catalog. 
BCS  also  administers  billing  and  collections  and  pays  the  author  royal- 
ties. 

Processing  facilities  management  contracts  accounted  for  $14  million 
of  BCS's  processing  revenue  in  1982.  Most  contracts  are  performed  for 
various  agencies  within  the  federal  government. 
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The  Financial  Services  Division  offers  processing  services  for  thrift 
institutions  in  New  Jersey,  Pennsylvania,  Delaware,  Maryland,  and 
Georgia.  Applications  offered  are  demand  deposit,  NOW  Accounting, 
and  the  Hogan  Transaction  System. 

. The  data  center  for  Financial  Services  is  in  Philadelphia  and 
operates  separately  from  BCS's  MAINSTREAM  Service.  Remote 
job  entry  sites  are  located  in  Morristown  (NJ)  and  Atlanta. 

• Future  developments  for  BCS  network  services  will  be  In  telecommunications 
services.  BCS  is  actively  marketing  network  management  services  which 
involve  design,  construction,  and  management  of  major  private  networks, 
including  local  area  networks.  Data  communications  services,  using  BCS's 
private  telecommunications  network,  will  be  offered  on  a selective  basis  In 
the  future. 

• Professional  services,  contributing  $47.3  million  of  BCS's  1982  noncaptive 
computer  services  revenue,  include  application  development  work  sold  in 
conjunction  with  network  services,  facilities  management  services,  consulting, 
and  education  and  training. 

The  Federal  Systems  Group  Is  an  organization  of  over  1,200  people. 
Contracts  are  held  with  the  Department  of  Energy,  NASA,  and  the 
General  Accounting  Office. 

The  Education  and  Training  Division  offers  more  than  60  courses  on 
hardware  and  software  technology.  Its  National  Training  Center  is  in  a 
suburb  of  Seattle,  with  additional  training  centers  in  Wichita,  Dear- 
born, Vienna,  and  New  York  City. 

. Major  training  centers  ore  equipped  with  classrooms, 

theater/conference  rooms,  audio  visual  equipment,  and  a variety 
of  computer  hardware. 

. BCS  markets  Scholar/Teach  3,  a group  of  computer-based 

instruction  products  which  are  available  on  the  BCS  network  and 
sold  separately  for  in-house  use.  In  1983  a personal  computer 
version  of  Scholar /Teach  3 was  announced  for  the  IBM  PC. 

. Making  It  Count  is  an  introduction  to  a computing  course  which 
has  been  offered  on  television  by  many  colleges  and  universities 
as  an  extension  course.  Making  It  Count  consists  of  23  half-hour 
videotape  sessions  for  individual  or  group  training.  The  series, 
viewed  by  more  than  100,000  students  to  date,  presents  a broad 
overview  of  data  processing  concepts  and  issues. 

• Software  product  revenue,  generating  $1.8  million  in  1982,  is  derived  from  the 
10  products  listed  in  Exhibit  B. 
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EXHIBIT  B 


BCS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

PRICE 

NUMBER 

INSTALLED 

CPU  REQUIREMENTS 
(Operating,  Systems  Software) 

Executive  Information 
Service  (EIS) 

Decision  Support  System 

$55,000  to  $160,000 

N/A 

IBM  370  and  up  (VM,  CMS, 
MVS). 

Boeing  Intelligent 
Terminal  System  (BITS) 

Software  Family  for 
Microcomputers  used  as 
Workstations/Intelligent 
Terminals 

On  Request 

N/A 

IBM  PC,  Xerox  820,  Wang, 
TRS-80,  HP  125,  Terak  8510, 
DEC  PDP-11/23  (All  use 
UCSD-P). 

Relational  Information 
Management  System 
(RIM) 

Relational  DBMS 

$ 7,500  (Base  System) 

$ 2,500  (Report  Writer) 

60 

CDC  CYBER  (NOS),  IBM 
(MVS,  CMS),  DEC  (VMS), 
CRAY  (COS). 

Production  Management 
System  (PMS) 

Production  Management 

On  Request 

N/A 

HP  3000  (MPE,  IMAGE 
DBMS). 

Maintenance  and  Materials 
Management  System 
(MMS) 

Plant  and  Equipment 
Maintenance  System 

On  Request 

N/A 

HP  3000  (MPE,  IMAGE 
DBMS). 

Financial  Accounting 
System  (FACTS) 

Accounting  and  Reporting 
of  EDP  Resources 

$ 9,500+ 

50 

IBM  360  and  up  (MFT,  MVT, 
VS1,VS2,  MVS,  SVS). 

System  Analysis  and 
Resource  Accounting 
(SARA) 

Computer  Performance 
Measurement 

$14,500 

150 

HIS  Level  66,  Series  6000 
(GCOS  3,  8) 

Transaction  Reporting 
System  (TRS) 

Data  Center  Management 

$ 6,950 

20 

HIS  Level  66,  Series  6000 

EasyB 

Simulation  and  Control 
Systems  Analysis 
Language 

$60,000 

20 

CDC  CYBER  (NOS),  IBM 
(TSO),  DEC  VAX  (VMS), 
CRAY  (COS). 

Scholar/Teach  3 

Computer-based  Instruc- 
tion 

$35,000  Mainframe 
$45,000  ACP 
$ 300  PC 

30  Mainframe 

IBM  370  and  up  (CMS,  IMS, 
CICS,  TSO,  ACP  TASK/ 
MASTER),  IBM  PC  and  51 XX 
(PC/MS-DOS). 
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Executive  Information  Service  (EIS)  is  on  interactive  planning,  track- 
ing, and  control  system  that  combines  data  base  management,  financial 
and  statistical  analysis,  report  writing,  modeling,  and  graphics  capabili- 
ties. EIS  is  BCS's  key  product  for  decision  support  services. 

The  Boeing  Intelligent  Terminal  System  (BITS)  is  a family  of  software 
modules  that  enable  a microcomputer  to  act  as  a business  workstation 
or  an  intelligent  terminal  for  connection  to  a remote  computing 
service.  BITS  functions  include  chart  and  graph  preparation,  document 
preparation  and  maintenance,  local  data  entry  and  verification,  remote 
job  entry,  and  electronic  spreadsheet  calculation. 

Relational  Information  Management  (RIM)  System  is  a general-purpose 
data  base  management  system  suitable  for  both  scientific/engineering 
and  general  business  data  processing.  RIM  is  being  used  in  applications 
such  as  management  of  structural  analysis  and  design,  file  directory 
management,  project  and  problem  tracking,  data  management,  and 
subcontractor  business  reporting  and  tracking. 

Production  Management  System  (PMS)  is  an  on-line,  real-time,  inte- 
grated production  management  system  designed  to  improve  schedule 
performance,  reduce  production  costs,  and  minimize  Investment  in 
inventory.  PMS  offers  the  ability  to  track  costs,  inventories,  and 
performance  at  a contract  or  project  level  and  trace  lot  and  serial 
numbers. 

Maintenance  and  Materials  Management  (MMS)  is  an  integrated  system 
for  plant  and  equipment  maintenance  operations.  Functions  include 
work  order  control,  work  order  backlog  inquiries,  preventive  mainte- 
nance, and  materials  handling. 

The  Financial  Accounting  System  (FACTS)  is  a generalized  system  for 
financial  accounting  and  reporting  of  data  processing  activities.  It 
identifies  users  of  data  processing  resources  and  services  and  computes 
the  charges.  FACTS  includes  the  ability  to  track  charges  at  organiza- 
tional, project,  and  sub-project  levels.  The  system  reports  both  batch 
and  on-line  charges  and  noncomputer  charges. 

System  Analysis  and  Resource  Accounting  (SARA)  supplies  a tool  for 
controlling  the  computer  environment  and  for  supporting  the  planning 
and  projecting  of  new  system  requirements. 

Transaction  Reporting  System  (TRS)  is  a data  center  management  tool 
that  measures  both  daily  performance  and  monthly  trends,  highlighting 
response  time,  performance  problems,  and  teleprocessing  accounting. 

EasyS  is  a simulation  and  control  systems  analysis  language.  It  Is 
especially  well  suited  to  interdisciplinary  analysis  where  considerations 
involving  hydraulics,  mechanical  design,  thermodynamics,  or  stress 
analysis  are  required  in  the  same  system. 
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Scholar /Teach  3 is  a group  of  computer-based  instruction  products  sold 
on  IBM  mainframes  and  the  IBM  PC. 

INDUSTRY  MARKETS 

• BCS's  noncaptive  industry  revenue  for  1982  is  estimated  as  follows: 


Federal  and  state/local  government 
Manufacturing  (discrete  and 

44.0% 

process) 

9.0 

Services 

7.0 

Insurance 

3.0 

Transportation 

2.0 

Utilities 

2.0 

Education 

0.5 

Commercial  banks 

0.3 

Thrift  institutions 

Other  (construction,  engineering. 

0.2 

and  energy) 

32.0 

100.0% 

GEOGRAPHIC  MARKETS 

• Ninety-six  percent,  or  $162.9  million  of  BCS's  1982  noncaptive  revenue  came 
from  the  U.S.  Approximately  4%,  $6.4  million,  came  from  International 
sources.  The  majority  of  foreign  revenue  is  processing  services. 

• BCS  maintains  offices  in  27  U.S.  cities  and  seven  International  locations. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BCS  offers  remote  computing  services  on  a variety  of  CDC  CYBER,  CRAY, 
and  IBM  equipment.  Major  data  centers  for  commercial  clients  are  located  in 
Vienna  (VA)  and  Bellevue  (WA).  Multiple  mainframes  are  located  at  the 
centers. 

Vienna  (VA). 

IBM  370,  3081,  VM. 

IBM  370,  3033,  OS/VS2,  MVS. 

Bellevue  (WA). 

CDC  CYBER  720,  760,  NOS. 

CRAY-IS,  COS. 

• BCS  operates  its  own  private  telecommunications  network  which  is  available 
to  virtually  every  major  U.S.  city  and  38  international  locations. 
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COMPANY  HIGHLIGHT 


BOEING  COMPUTER  SERVICES 
COMPANY 

177  Madison  Avenue 
Morristown,  NJ  07960 
(201)  540-7700 


Robert  W.  Tharrington,  President 
Division  of  The  Boeing  Company 
Total  employees:  6,500+ 


Total  revenues,  fiscal  year  end 


12/31/79:  over  $400,000,000* 


Non-captive  revenues:  $93,000,000* 


THE  COMPANY 

• Boeing  Computer  Services  (BCS)  was  formed  as  a wholly  owned  subsidiary  of 
The  Boeing  Company  in  1970.  In  1978,  BCS  became  a division  of  Boeing. 

• BCS's  non-captive  (commercial)  revenues  in  1979  are  estimated  by  INPUT  to 
be  approximately  $93  million.  This  reflects  an  approximate  increase  of  19% 
over  I978's  revenue  estimate  of  $78  million. 

• BCS  is  organized  as  follows: 

BCS  Western  Region,  Seattle  (WA):  Supports  and  markets  all  internal 
and  external  BCS  remote  computing  services  west  of  the  Mississippi. 

BCS  Eastern  Region,  Vienna  (VA):  Supports  and  markets  all  internal 

and  external  BCS  remote  computing  services  east  of  the  Mississippi. 

BCS  Federal  Teleprocessing  Region,  Vienna  (VA):  Markets  remote 

computing  services  to  federal  government  agencies  and  to  commercial 
clients  in  Maryland,  Virginia,  and  Washington,  D.C. 

Federal  Systems  Group,  Vienna  (VA):  Markets  remote  computing 

services,  consulting,  and  training  services  to  the  military  and  space 
agencies. 

BCS  Consulting  Division,  Seattle  (WA):  Provides  consulting  and 

contract  programming  support  to  internal  and  external  clients. 

BCS  Training  Division,  Seattle  (WA):  Provides  educational  training 

support  to  internal  and  external  clients. 

BCS  Financial  Services  Group,  Seattle  (WA):  Provides  processing 

services  for  commercial  banks,  thrift  institutions,  credit  unions,  and  an 
electronic  switch  to  support  electronic  funds  transfer. 

• BCS's  major  strength  lies  in  its  ability  to  offer  a full  line  of  services  to  the 
computing  community.  Major  services  offered  are: 


* INPUT  estimate 
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Full  batch  and  interactive  computing  services  on  large  scale  IBM  and 
CDC  hardware. 

Support  to  the  banking  and  thrift  industry  through  the  BCS  Financial 
Services  Group. 

Education  and  training. 

Consulting  services. 

Application  packages  and  support  for  engineering  and  financial  manage- 
ment. 


KEY  PRODUCTS  AND  SERVICES 

• BCS's  non-captive  revenues  for  1979  are  estimated  by  INPUT  as  follows; 

Percent  Of  Revenue  Value 

Total  Revenue  ($  Million) 


Processing  services 

53% 

$49.3 

Software  products 

10 

9.3 

Professional  services 

17 

15.8 

Facilities  management 

20 

18.6 

100% 

$93.0 

• The  BCS  network  is  one  of  the  largest  privately  managed  communications 
networks  serving  the  U.S.,  Canada,  and  the  United  Kingdom.  Processing 
services  provided  include  interactive,  remote  batch,  and  batch. 

Remote  computing  services  are  available  through  three  access  modes  of 

the  MAINSTREAM®  timesharing  service. 

. MAINSTREAM-CTS  (Conversational  Terminal  Service)  is  a con- 
versational timesharing  service  designed  for  both  interactive  and 
overnight  processing  on  IBM  3033  equipment. 

. MAINSTREAM-EKS  (Enhanced  KRONOS  System)  provides  a 
powerful  computing  capability  for  scientific  and  engineering 
applications  through  the  use  of  a configuration  of  CDC  Cyber 
computers. 

. MAINSTREAM-TSO  (Time  Sharing  Option)  is  oriented  toward 
remote  job  entry  and  batch  processing  with  on-line  editing,  file 
updating,  inquiry,  and  program  development  capabilities.  TSO 
operates  on  IBM  3033  equipment  and  is  directed  toward  large 
volume  users. 
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A profile  of  the  applications  available  from  BCS  is  presented  in  Exhibit 

A. 


INPUT  estimates  network  services  contributed  about  $49.3  million  of 
BCS's  external  revenue  in  1979.  An  additional  breakdown  of  these 
revenues  follows: 


. Type  of  processing 

- Remote  computing  97% 

- Batch  3% 


100% 

. Modes  of  remote  computing 

- Interactive  20% 

- Remote  batch  80% 


100% 

. Applications 

- General  business  14% 

- Scientific  and  engineering  24 

- Industry  specialty  5 

- Utility  57 


100% 


New  product  areas  which  will  be  emphasized  by  BCS  are  applications 
for  finance,  scientific  and  engineering,  banking,  and  thrift  services. 

• The  Financial  Services  Group  employs  about  250  people  and  is  organized  in 
three  autonomous  divisions: 

Bank  Services  Division  offers  a full  range  of  commercial  bank-related 
services  including  more  than  20  different  system  applications  in  its 
seven  data  centers.  This  includes  basic  item  processing,  deposit,  and 
loan  systems,  as  well  as  specialized  services  such  as  on-line  inquiry, 
CIF,  share  draft  processing,  and  lease  accounting. 

. Processing  for  the  Bank  Services  Division  is  handled  by  the  BCS 
data  center  in  Seattle.  Remote  job  entry  sites  with  IBM  360/40 
or  Cummins-Allison  equipment  are  located  in  Modesto,  Bakers- 
field, and  Huntington  Beach  (CA),  and  in  Albuquerque  and 
Roswell  (NM). 

Thrift  Services  Division  offers  an  equally  comprehensive  set  of 
services,  including  demand  deposit  and  NOW  accounting,  for  Mutual 
Savings  Banks  and  Savings  and  Loan  Associations.  The  Thrift  Division 
currently  serves  in  excess  of  1,500,000  accounts  through  over  500  on- 
line teller  terminals. 


3 of  7 

March  1980 


© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/BOEING  COMPUTER  SERVICES  COMPANY 


EXHIBIT  A 


BCS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• PROJECT  MANAGEMENT 

- MAINSTREAM-CTS,  IBM  370 

- PROJECT  2 - MPSX 

- MAINSTREAM-EKS,  CDC  CYBER  175,  750, 

- PMS  IV  - MINIPERT 

760 

- PROJACS  - CPM 

- MAINSTREAM-TSO,  IBM  3033 

- APEX  III  - ICES  PROJECT) 

• PROGRAMMING  LANGUAGES  SUPPORTED 

• STATISTICAL 

- ALGOL  - PL/1 

- STATISTICAL  ANALYSIS  (SAS,  BMDP, 

- APL  - PASCAL 

STATPACK2,  STATPK) 

- ASSEMBLER  - SNOBOL 4 

- SCSS  (CONVERSATIONAL  SPSS) 

-BASIC  - SIMSCRIPT  11.5 

- SCIENTIFIC  INFORMATION  RETRIEVAL 

-COBOL  -WATFIV 

(SIR) 

- FORTRAN 

- SPSS 

- STAT/BASIC 

• DATA  MANAGEMENT  SOFTWARE 

- DMS-170  - INQUIRE 

• STRUCTURAL/STRESS  ANALYSIS 

- EASYTRIEVE  - MARK  IV 

- ANSYS  - MARC 

- GIS/2  - SYSTEM  2000 

- ESAP  - SAP  IV 

- IDMS 

- GTSTRUDAL  - STAGS 

- NASTRAN  - TRUS 

• DATA  BASES  AVAILABLE 

- TPIPE  - E3SAP 

- CITIBASE 

- STARDYNE 

- EIS  ECONOMIC  DATA 

• SCIENTIFIC  AND  ENGINEERING 

• INDUSTRY  SPECIFIC 

- SAIR  II  - BANDIT 

- SUPERACT  (INSURANCE) 

- HEC/HEC2  - MITAS 

- COMPLETE  LINE  OF  BANKING  APPLICA- 

- BLAST  - TRACE 

TIONS 

- WREM  - SCOUT 

- COMPLETE  LINE  OF  THRIFT  APPLICA- 

- PDQ7  - RELAP4 

TIONS 

- COGO  - MORSE 

- HYDRA  - CORNAP 

• FINANCIAL  APPLICATIONS/TOOLS 

- SURVEY 

- EXECUTIVE  INFORMATION  SYSTEM  (EIS) 

• CASH  CONTROL 

• GRAPHICS/PLOTTING 

• CURRENCY  CONVERSION 

- BIGS  - ZETALIB 

- PLANNING  SYSTEM  GENERATOR  (PSG) 

- DISSPLA  - CALCOMP 

- FINANCIAL  PLANNING  (FPS) 

- TELL-A-GRAPH  - TEKTRONIX 

- BUSINESS  ANALYSIS  (BA/BASIC) 

- INSTAPLOT  - HPLIB 

- PAUS  c ' 

- AGII  - GSILIB 

O ^lL«U_4.TM'r4  5 i4o  ,/Vn'^- 

- SC4020 

• OTHER 

- SCHOLAR/TEACH  3 
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. The  data  center  for  Thrift  Services  is  in  Philadelphia.  Remote 
job  entry  sites  are  located  in  Morristown  (NJ)  and  Atlanta  (GA). 

Electronic  Funds  Transfer  Systems  (EFTS)  offers  an  EFT  service  over 
an  on-line  network  of  shared  automated  teller  machines  and  financial 
point-of-sale  terminals. 

. The  EFT  software,  FINESS,  is  also  available  on  a license  basis. 
BCS  initially  developed  the  system  for  The  Exchange  in  Washing- 
ton, one  of  the  first  EFTS  projects  in  the  U.S. 

• Software  product  sales,  contributing  approximately  10%  of  BCS's  external 
revenues,  are  provided  by  the  following  applications: 

Executive  Information  Services  (EIS):  an  interactive  computerized 

planning,  tracking,  and  control  system  that  combines  data  base  manage- 
ment, financial  and  statistical  analysis,  report  writing,  modeling,  and 
graphics  capabilities. 

System  Analysis  and  Resource  Accounting  (SARA):  a system  perfor- 
mance, evaluation  monitoring,  and  reporting  system  for  measuring 
computer  capacity.  There  are  over  150  installations  of  SARA. 

Production  Management  System  (PMS):  an  on-line,  integrated  manufac- 
turing planning  and  control  system  for  use  on  an  HP  3000  minicomputer. 
Subsystems  of  PMS  include:  Bill  of  Materials,  Master  Schedule, 

Material  Requirements,  Inventory  Control,  Purchase  Order,  Parts,  Shop 
Control,  Job  Routing  and  Standards,  Performance  Reporting, 

Accounting  Feedback,  and  Estimating. 

Other  software  products  marketed  by  BCS  are: 

. BCS  Conversational  APT. 

MINIAPT. 

. ROOTS  - a Fortran  Enhancement. 

. FINESS  (FlNancial  Electronic  Switching  System)  for  electronic 
funds  transfer. 

SCHOLAR/TEACH  3. 

• Professional  services  supply  an  estimated  $15.8  million  of  BCS's  revenues. 
This  includes  contract  programming,  consulting,  and  education  and  training 
services. 
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The  BCS  Education  and  Training  Division  offers  more  than  60  courses 
on  hardware  and  software  technology.  Its  National  Training  Center  is 
located  in  Seattle,  with  additional  training  centers  in  Detroit,  New 
York,  Chicago,  San  Francisco,  and  Washington,  D.C. 

Major  training  centers  are  equipped  with  classrooms,  theater/confer- 
ence rooms,  audio  visual  equipment,  and  a variety  of  on-site  computer 
hardware. 

BCS  also  markets  SCHOLAR/TEACH  3,  a group  of  computer  based 
instruction  products  which  are  available  on  the  BCS  network  and  sold 
separately  for  in-house  use. 

Making  It  Count  is  an  introduction  to  computing  course  which  has  been 
offered  on  television  by  many  colleges  and  universities  as  an  extension 
course. 

• Facilities  management  services  are  provided  to  commercial  clients  and 
government  agencies.  Accounting  for  approximately  20%  of  BCS's  revenues, 
the  largest  contracts  are  held  with  the  Department  of  Energy  for  its  Richland, 
Washington  facility,  and  with  the  Department  of  HEW  for  management  of  its 
Guaranteed  Student  Loan  Program. 


INDUSTRY  MARKETS  BCS's  non-captive  industry  revenues  for  1979  are  estimated 
as  follows: 


Discrete  manufacturing 
Process  manufacturing 
Transportation 
Utilities 

Commercial  Banks 
Thrift  institutions 
Insurance 
Education 

Federal  government 

State  and  local  government 

Services 

Other  (construction  and  engineering) 


1% 

I 

3 

I 

5 

15 

I 

3 

20 

5 

13 

32 


100% 


GEOGRAPHIC  MARKETS  INPUT  estimates  92%  of  BCS's  revenues  are  derived  from 
the  U.S.  Of  this,  30%  stems  from  the  East  and  62%  from  Western  states.  Canadian 
clients  account  for  4%  and  European  sources  contribute  the  remaining  4%. 
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COMPUTER  HARDWARE 

• BCS  offers  remote  computing  services  on  a variety  of  CDC  CYBER  and  IBM 
equipment.  Major  data  centers  for  commercial  clients  are  located  in  Vienna 
(VA),  Renton  (WA),  Kent  (WA),  Philadelphia  (PA),  and  Wichita  (KS). 

Local  dial-up  is  available  to  over  100  cities.  BCS  plans  to  expand  its 
services  to  additional  locations  in  1980. 

In  1980,  BCS  announced  the  signing  of  a service  agreement  with 
Satellite  Business  Systems  to  use  its  digital  and  voice  communications 
network. 
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BOEING  COMPUTER  SERVICES,  INC.  R.W.  Tharrington,  President 

P.O.  Box  708  Subsidiary  of  the  Boeing  Company 

Dover,  NJ  07801 
(201)  361-2121 


Total  computer  services  sales  as  ^ 

of  FY  ending  12/75:  $132,000,000  E 

Sales  external  to  the  Boeing  Company:  430,000,000  E ^ 

^ 

NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  3500 

KEY  PRODUCTS / SERVICES : BCS  is  a full  service  vendor,  marketing 

remote  computing,  (mostly  remote  batch),  software  products, 
professional  (software)  services  and  education  courses.  Facilities 
management  services  are  provided  to  the  commercial  banking  industry 
through  its  subsidiary.  The  Leader  Corporation.  Remote  computing 
services  account  for  over  half  of  BCS’s  computer  services  sales. 

Key  products  and  services  include: 

• MAINSTREAM:  the  trade  name  for  remote  computing 

services  network: 

MAINSTREAM-TSO : an  enhanced  version  of  IBM's  TSO. 

MAINSTREAM-CTS : an  enhanced  version  of  IBM's 

Virtual  Machine  Facility,  and  is  designed  primarily 
for  conversational  timesharing. 

MAINSTREAM-EKS : provides  an  enhancement  of  CDC's 

KRONOS  operating  system  for  scientific  calculations. 

Languages  available  through  MAINSTREAM  services  include 
FORTRAN,  BASIC,  APL,  COBOL,  ALGOL,  PLl,  ASSEMBLER,  SNOBOL. 

• REACT:  a data  management  system  and  report  generator 

system  available  both  through  the  MAINSTREAM  network 
and  as  a software  product,  priced  at  $7500.  It  is 
marketed  under  a licensing  arrangement  with  Cybertech 
Data  Systems,  Inc.  Subsystems  are  retrieval,  file 
maintenance,  matrix,  and  special  utilities.  It  is 
compatible  with  DOS,  OS  and  VS  systems. 

• SSDM,  Systematic  Software  Development  and  Maintenance: 
is  a software  system  designed  to  increase  efficiency 
by  reducing  the  program  maintenance  necessary  and 
keeping  systems  documentation  current.  Based  on 
structured  code,  SSDM  is  composed  of  the  following  three 
modules : 
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DECA,  Design  Expression  and  Confirmation  Aid:  a 

software  design  tool  for  documentation  and  veri- 
fication 

TRANSFOR,  Translator  for  Structured  FORTRAN:  a 

language  extension  for  structured  programming  in 
FORTRAN 

SUR,  Software  Utility  Routines:  program  library 

maintenance  system  for  testing  and  maintaining 
software  systems. 

• RELOCATE:  a package  for  auiting  software 

• Context,  a textural  information  retrieval  system  available 
through  MAINSTREAM  network.  Developed  by  Base,  Inc., 

Boeing  has  an  exclusive  marketing  contract  for  the  service. 

• Manufacturing  Data  System:  provides  bill  of  materials, 

order  entry,  forecasting,  work- in-progress  status,  inventory 
control  to  small  and  medium  sized  manufacturing  firms. 

Developed  by  A.O.  Smith,  BCS  has  a licensing  agreement  to 
market  MDS. 

• SARA  III,  System  Analysis  and  Resource  Accounting  III: 
systems  performance  evaluation,  monitoring  and  reporting 
system.  It  is  based  on  multiprogramming  technology  and 
capacity  management  concepts. 

• General  Business  System:  on  modular  basis  provides  accounts 

payable,  accounts  receivable,  general  ledger,  working  trial 
balance,  inventory  control,  purchasing,  material  transfer, 
payroll,  labor  cost,  job  cost,  departmental  cost. 

• CPARS,  Compact  Programmed  Airline  Reservations:  is  an  improved 

version  of  IBM's  earlier  IPARS  (International  Programmed 
Airline  Reservations  System) . The  service  is  available  through 
the  Consulting  Division,  which  acquired  CPARS  from  Cathay 
Pacific  in  Hong  Kong. 

• DAMSEL,  Data  Management  System  and  Econometric  Language: 
for  economic  forecasting.  The  Wharton  quarterly  and  annual 
economic  forecasting  models  are  available  on  the  MAINSTREAM 
network  through  a joint  offering  between  BCS  and  Wharton 
Econometric  Forecasting  Associates. 
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• LHA  Systems,  Local  Housing  Authorities  System:  designed 

to  assist  authorities  in  routine  reporting  in  such  areas 
as  general  ledger  tenant  accounting,  home  ownership 
applications,  leased  housing.  The  consulting  division 
provides  such  services  as  the  selection  and  installation 
of  hardware  and  systems  and  audits  of  data  processing 
performance,  and  data  communication  evaluation  and  design. 

• RAGS:  assists  local  governments  in  providing  efficient 

garbage  collection. 

• Computer  Output  Microfilm:  for  indexing,  updating  of 

files . 

• Making  It  Count:  a course  offered  through  BCS  Education 

and  Training  Divison  which  consists  of  twenty  telecourse 
sessions.  Arrangements  can  be  made  for  earning  college 
credit.  Over  100  courses  are  offered  by  BCS  education 
centers  to  systems  analysts,  programmers,  terminal  users, 
instructors  and  computer  operators  and  executives. 

• Products  sold  to  the  parent  company  and  regarded  as 
captive  include: 

SONIC:  for  inventory  control  of  airplane  parts. 

It  is  available  to  all  BCS's  airline  customers. 

HELP:  for  numerical  control  of  tools. 

APPLICATIONS : Many  applications  programs  are  available  through  the 

MAINSTREAM  network,  such  as: 

■ Economic  forecasting  and  modeling 

Wharton  EFA/BCS  Econometric  Forecasting  Analysts 

and  Data  Management  Systems 

• CAI,  Computer  assisted  instruction 

• Manufacturing 

- MINIAPT  -numerical  control  system 

• Graphics  and  plotting 

BIG,  BCS  Interactive  Graphics  System 

Graphs  and  histograms 
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• Engineering 

COGO,  Coordinate  geometry 

SAP,  Structural  Analysis  Program 

ECAP,  Electronic  Circuit  Analysis  Program 

STRUDI  II  - ICES  Structural  Design  Language 

SURVEY 

- NASTRAN,  Structural  Analysis  System 
CUTFIL,  cut  and  fill  application 
HYDRA,  Hydraulic  Analysis  of  Water  Distribution 
Systems 

STRUDL,  for  Structual  design 

CORNAP,  Cornell  Network  Analysis  Program 

• Simulation  and  modeling 

CSMP  III,  Continuous  System  Modeling  Program  III 
GPSS  V,  General  Purpose  Simulation  System  V 

• Statistical  and  mathematical  analysis 

BCSLIB,  BCS  Subprogram  library 

SMIS,  Symbolic  Matrix  Interpretive  System 

BIOMED,  Biomedical  Computer  Programs 

MPSX,  Mathematical  Programming  System  Extended 

SPSS,  Statistical  Package  for  the  Social  Sciences 

SAS,  Statistical  Analysis  System 

STATBASIC 

STATPACK/2 

STATPK 


• Project  management 

Project/2 

PMS  IV:  Project  Management  System  IV 

- CPM,  Critical  Path  Method 

ILPS,  Interactive  Linear  Programming  System 

• Information  management 


INQUIRE  (Jbw,  ^ SMSiVU, 

- MARK  IV  File  Management  SysteiD  ^ 

- TOTAL  Data  Base  Management  System 


INDUSTRY  MARKETS:  BCS  sales  are  concentrated  in  government,  construction, 

electronics,  manufacturing,  and  to  some  extent  transportation,  education 
and  hospitals.  Through  its  subsidiary  The  Leader  Corporation,  BCS  serves  the 
banking  industry.  Before  disbanding  Androcor,  Inc.,  BCS  served  the  retail 
industry  as  well. 
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GEOGRAPHIC  MARKETS:  Corporate 

the  following  U.S,  cities: 

• Anchorage,  AK 

• Atlanta,  GA 

• Boston,  MA 

• Cape  Canaveral,  FL 

• Chicago,  IL 

• Detroit,  MI 

• Dover,  NJ 

• Falls  Church,  VA 

• Fort  Lauderdale,  FL 

• Greensboro,  NC 

• Houston,  TX 


and  branch  offices  are  located  in 


• Huntsville,  AL 

• Los  Angeles , CA 

• New  Orleans,  LA 

• New  York,  NY 

• Olympia,  WA 

• Philadelphia,  PA 

• Portland,  OR 

• San  Francisco,  CA 

• Seattle,  WA 

• Washington,  D.C. 

• Wichita,  KS 


In  addition,  subsidiaries  are  located  as  follows: 


The  Leader  Corporation,  Seattle,  WA 
Androcor,  Inc.,  Calumet  City,  IL 
-(SCS  Data  Processing,  Inc.,  Anchorage,  AK 

Boeing  Computer  Services  Canada,  Ltd.,  Vancouver,  BC,  Canada 
Boeing  Computer  Centres,  Ltd.,  Watford  Herts,  England 


COMPUTER  HARDWARE  AND  SOFTWARE;  The  five  data  centers  contain  $130 
million  worth  of  IBM  and  CDC  equipment: 


1 

IBM 

370/168 

OS/VM 

McLean , VA 

1 

IBM 

370/168 

OS /VS 

McLean,  VA 

2 

IBM 

370/168 

OS/VS 

Seattle,  WA 

1 

IBM 

370/165 

OS/VS 

Seattle,  WA 

1 

IBM 

370/158 

OS 

Philadelphia,  PA 

1 

IBM 

370/158 

OS/VS 

Wichita,  KS 

1 

IBM 

370/158 

IMS 

Seattle,  WA 

1 

IBM 

360/65 

DOS 

Philadelphia,  PA 

1 

IBM 

360/65 

OS 

Chicago,  IL 

1 

IBM 

360/40 

DOS 

Seattle,  WA 

1 

CDC 

6600 

KRONOS , 

enhanced  Seattle, 

2 

CDC 

Cyber  74 

KRONOS , 

enhanced  Seattle, 

Subsidiaries : 

1 

IBM 

360/50 

DOS 

SCS  Data  Processing 

Anchorage,  AK 
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OVERALL  ASSESSMENT  AND  TRENDS;  BCS  has  been  a subsidiary  of  the 
Boeing  Company  since  1970  and  now  has  over  2150  commercial  customers, 
yet  the  firm  has  yet  to  dispose  of  its  aerospace  image.  Relatively 
few  of  the  several  markets  entered  by  BCS  such  as  commercial  banking 
and  retailing  have  been  real  successes,  due  primarily  to  the  firm's 
bland  image,  high  degree  of  decentralization  and  inadequate  marketing 
efforts.  An  exception  to  this  is  the  computer  education  market  where 
BCS  has  achieved  some  significant  penetration  including  a large 
training  contract  with  the  Teale  Centers  in  California. 

By  capitalizing  on  its  strengths,  BCS  could  become  a genuinely  full 
service  vendor  in  short  order.  Strengths  include  a strong  technical 
staff  capable  of  developing  good  operating  systems  software.  It  is 
also  effective  in  negotiating  government  contracts.  In  1975,  for 
example  BCS  won  a five-year,  $35  million  contract  with  the  Energy 
Research  and  Development  Administration  to  manage  and  operate  its 
Richland,  Washington,  computer  facilities.  Computer  Sciences 
Corporation  previously  had  that  contract. 

BCS  has  begun  to  offer  specialized  software  combined  with  minicomputers 
to  form  turnkey  systems.  Examples  of  applications  developed  include 
accounting  and  control  systems  for  small  businesses,  dispatch  of 
emergency  vehicles  and  control  of  county  property  tax  records.  The 
firm  is  also  actively  seeking  software  developed  for  the  financial 
industries,  particularly  small  to  medium  sized  banks  and  savings  and 
loan  institutions,  to  put  on  its  network.  In  addition,  it  is  BCS  s 
objective  to  become  a major  supplier  of  network  services  in  Europe. 

Alyeska  Pipeline  Services  Company  is  a large  user  of  BCS.  Additional 
customers  include  35  commercial  banks  and  savings  institutions  - such 
as  First  National  City  Bank  of  New  York,  Seattle  Trust  and  Savings 
and  Nevada  National  Bank  - the  Department  of  Transportation,  Exxon 
Nuclear  Company,  Ford  Motor  Company,  the  U.S.  Air  Force  and  U.S.  Navy. 
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Boeing  Information  Services 


President: 

7990  Boeing  Court 
Vienna,  VA  22183 
Phone: 

Fax: 


Stan  Beckelman 

(703)  847-1100 
(703)  847-1124 


Status;  Subsidiary 

Parent:  The  Boeing  Company 

Employees;  +3,500 

Revenue:  $ 505,000,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• Effective  January  1,  1994,  the 
operations  of  Boeing  Computer  Services 
were  restructured  and  Boeing 
Information  Services  was  established  as 
a subsidiary  of  The  Boeing  Company  to 
market  information  services  outside 
Boeing.  Stan  Beckelman  was  appointed 
president  of  the  new  unit.  Mr. 
Beckelman  was  formerly  vice  president 
of  information  services  at  Boeing 
Computer  Services. 


• Boeing  Information  Services  is 
exclusively  focused  on  providing  seiwices 
to  the  federal  government.  Boeing 
Information  Services  has  withdrawn 
from  the  commercial  marketplace  for 
now,  having  fulfilled  existing  obhgations 
to  customers,  partners  and  supphers. 

• Boeing  Information  Services  is  one  of  six 
prime  vendors  awarded  the  Defense 
Information  Systems  Agency  (DISA) 
$935  million  Defense  Enterprise 
Integration  Services  (DEIS)  contract. 

The  contractors  are  guaranteed  $10 
million  to  be  divided  evenly,  with  the 
remaining  contract  amount  open  to 
competition  between  the  companies. 
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Company  Description 

Boeing  Information  Services  currently 
provides  professional  services, 
telecommunications,  program 
management,  systems  integration  and 
systems  operations  services  to  federal 
government  clients. 

• Boeing  Information  Services  operated  as 
a unit  of  Boeing  Computer  Services  until 
January  1,  1994  when  it  was  established 
as  a separate  subsidiary  to  reflect  the 
company's  increased  focus  on  external 
information  services  activities. 

• Boeing  Computer  Services  was 
estabhshed  in  May  1970  to  consohdate 
13  separate  computing  organizations 
within  Boeing.  The  division  began  with 
approximately  $250  miUion  of  computing 
equipment  and  a staff  of  2,700.  Boeing 
Computer  Services  provides  a range  of 
information  services  to  its  parent 
company,  including  development  and 
maintenance  of  applications  software, 
operations  of  data  centers  and  associated 
data  networks,  telecommunications 
services  as  well  as  procurement  and 
maintenance  of  computer  hardware. 
Today,  the  division  employs  more  than 


12,000  professionals  located  through  the 
U.S.  and  other  countries  and  manages 
more  than  $1.7  billion  worth  of 
company-owned  telecommunications  and 
computing  equipment— from  desktop 
computers  to  supercomputers. 

Boeing  Information  Services  operates  as  a 
subsidiary  of  The  Boeing  Company,  one  of 
the  world's  major  aerospace  firms. 

Boeing,  headquartered  in  Seattle  (WA) 
with  more  than  111,000  employees 
worldwide,  generated  revenue  of  $25 
bilhon  in  1993. 

Strategy 

Boeing  Information  Seiwices'  strategy  is  to 
remain  profitable  and  continue  to  compete 
for  selected  federal  contracts  for 
information  services  in  the  areas  of 
systems  integration,  support  services  and 
task  order  support. 

Financials 

Boeing  Information  Services'  revenue  for 
1993  was  $505  million,  a 7%  increase  over 
estimated  1992  revenue  of  about  $470 
miUion.  A four-year  summary  of  revenue 
follows: 


Boeing  Information  Services 
Four-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

Revenue 

$505 

$470 

$325 

$320 

• Percent  change  from 
previous  year 

7% 

44% 

2% 

N/A 
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Boeing  Information  Services  management 
attributes  revenue  growth  to  significant 
growth  in  its  government  business  that 
more  than  offsets  the  steady  dechne  in 
commercial  contracts. 

Market  Financials 

Virtually  100%  of  Boeing  Information 
Services'  revenue  is  derived  from  the 
federal  government.  Major  efforts  are 
directed  toward  NASA,  the  Department  of 
Defense  and  selected  civil  agencies. 

Geographic  Markets 

One  hundred  percent  of  Boeing 
Information  Services'  revenue  is  derived 
from  the  U.S. 

Operations  and  Structure 

Boeing  Information  Services  is 
headquartered  in  Vienna  (VA).  A data 
center  in  Huntsville  (AL)  supports  NASA 
work  and  the  data  center  in  Vienna 
supports  multiple  government  chents. 

Boeing  Information  Services  also  operates 
out  of  various  chent  locations. 

Employees 

Currently,  Boeing  Information  Services 
has  approximately  3,500  employees. 

Key  Products  and  Services 

INPUT  estimates  50%  of  Boeing 
Information  Services'  1993  revenue  was 
derived  from  professional  services,  40% 
from  systems  integration  and  the 
remaining  10%  from  systems  operations. 

Boeing  Information  Services  is  a leader  in 
managing  and  developing  large,  complex 
integrated  information  systems. 


The  subsidiary  provides  customer- 
designed,  computer-based  information  and 
communications  systems  for  government 
customers-including  hardware,  software 
and  network  systems.  This  ranges  from 
designing  small  local-area  networks  and 
developing  software  apphcations,  to 
managing  large  turnkey  data 
communications  networks  and  total 
computing  facdities. 

Major  professional  services  and  systems 
integration  contracts  include  the 
following: 

• During  1991,  Boeing  Information 
Services  was  named  by  the  U.S.  Army 
Reserve  Component  to  implement  the 
Reserve  Component  Automation  System 
(RCAS)  contract.  RCAS  has  a total 
contract  value  of  $1.8  billion  over  12 
years  and  is  aimed  at  enhancing  the 
readiness  and  mobihzation  cap  abih ties 
of  the  Army  National  Guard  and  Army 
Research  Units.  Plans  call  for  Boeing 
Information  Services  to  install  the  RCAS 
at  4,700  Ai*my  Reserve  and  Guard 
locations. 

• Boeing  Information  Services  is  one  of  six 
prime  vendors  awarded  the  Defense 
Information  Systems  Agency  (DISA) 

$935  milhon  Defense  Enterprise 
Integration  Services  (DEIS)  contract. 

The  contractors  are  guaranteed  $10 
milhon  to  be  divided  evenly,  with  the 
remaining  contract  amount  open  to 
competition  between  the  companies. 

The  contracts  are  designed  to  move  the 
Department  of  Defense  away  from 
independent  computer  systems  and 
toward  an  integrated  information 
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network.  In  addition  to  Boeing 
Information  Services,  other  vendors 
selected  include  Unisys,  Martin 
Marietta,  EDS,  CSC  and  BDM  Federal. 

• During  1992,  Boeing  Information 
Services  was  awarded  a subcontract  by 
Grumman  to  provide  basic  computing 
and  telecommunications  systems  to 
NASA's  Johnson  Space  Center  in 
Houston.  Boeing  Information  Services 
has  been  providing  services  to  NASA 
since  the  early  1980s. 

• One  of  Boeing  Information  Services' 
largest  federal  contracts  was  the  NASA 
Technical  Management  Information 
System  (TMIS).  Under  this  contract, 
Boeing  Information  Services  provided 
systems  integration  services  for  the 
Space  Station  Freedom  program. 

• Boeing  Information  Services  is  also  the 
prime  contractor  on  the  IRS  Budget 
Preparation  System  and  the  Inventory 
Control  and  Distribution  System. 

• Under  a five-year,  $105  mfilion  contract 
awarded  in  1990,  Boeing  Information 
Services  was  selected  to  provide  a range 
of  information  services  to  the  Naval 
Weapons  Center,  China  Lake  (CA). 

• Boeing  Information  Services  was  a 
subcontractor  to  AT&T  for  Network  A of 
FTS  2000.  It  provided  management 
systems  for  the  largest  procurement  in 
telecommunications  history. 

• Boeing  Information  Services  is  currently 
recompeting  on  the  PrISMS  (Program 
Information  Systems  Mission  Services) 
contract  for  NASA's  Marshall  Space 


Fhght  Center  to  provide  institutional 
support,  program  support  and 
communications  network  management 
services. 

Boeing  Information  Services  also  provides 
systems  operations  (facihties 
management)  services  to  various 
government  agencies.  Contract  examples 
include  the  following: 

• The  Westinghouse  Hanford  Company 
and  Boeing  Information  Services  have  a 
$800  milfion  per  year  Operations  and 
Engineering  contract  with  the 
Department  of  Energy  (DOE)  at  the 
Hanford  nuclear  power  facilities. 

• As  prime  contractor,  Westinghouse  is 
responsible  for  nuclear  engineering  and 
reactor  management.  Boeing 
Information  Services,  as  a subcontractor 
to  Westinghouse,  is  providing 
processing,  telecommunications  and 
information  services  support. 

• Boeing  Information  Services  at  Richland 
(WA)  has  been  providing  services  to  the 
DOE  at  Hanford  since  1976.  During 
1992,  Boeing  Information  Services  at 
Richland  was  awarded  contract 
extensions  on  the  Westinghouse/DOE 
contract. 

• Boeing  Information  Services  is  also 
managing  data  processing  facihties  for 
the  Department  of  Education  and  NASA. 

Boeing  Information  Services  continues  to 
provide  education  and  training 
professional  services  for  its  clients. 
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• Boeing  Information  Services  offers  a 
catalog  of  more  than  250  computer 
training  and 

management/communications  courses. 
The  courses  cover  a range  of  topics  for 
managers,  analysts,  programmers, 
beginners  and  users.  Classes  are 
regularly  scheduled  in  Seattle, 
Philadelphia  and  Wichita.  Course 
videotapes  can  be  purchased  for  in-house 
use. 


A major  challenge  for  the  company  is  to 
successfully  compete  for  the  increasing 
number  of  contracts  related  to 
multiagency  systems  being  proposed  in  all 
areas  of  the  federal  government. 


Assessment 

Boeing  Information  Systems'  major 
strength  is  its  extensive  experience  and 
background  in  telecommunications. 


• Customized  training  services  are  also 
available.  Boeing  Information  Services 
can  provide  complete  computer  training 
program  management,  including  course 
development,  on-site  instruction, 
scheduhng  and  training  record 
maintenance. 

Marketing  and  Sales 

Boeing  Information  Services  markets  its 
services  to  the  government  through  direct 
sales  by  responding  to  Requests  for 
Proposals  (RFPs)  from  the  federal 
government. 

Alliances 

Boeing  Information  Services  has  no 
permanent  ongoing  alliances.  The 
company  does  form  relationships  with 
various  vendors  on  a contract-by-contract 
basis,  depending  on  the  needs  of  its 
chents. 

Competitors 

Boeing  Information  Services'  major 
competitors  include  Computer  Sciences 
Coi’poration,  Electronic  Data  Systems, 

Martin  Marietta  Information  System, 

Grumman  Data  Systems  and  Services 
Group,  Loral  and  PRC. 

Boeing  Information  Services 
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BOLT  BERANEK  AND  NEWMAN  INC  Stephen  R.  Levy,  Chairman  and  CEO 
10  Fawcett  Street  Michael  P.  LaVigna,  President 

Cambridge,  MA  02238  Public  Corporation,  NYSE 

(617)491-1850  Total  Employees:  2,641 

Total  Revenue,  Fiscal  Year  End 
6/30/87:  $233,841,000 
Information  Services  Revenue: 
$196,000,000 


THE  COMPANY 

• Bolt  Beranek  and  Newman  Inc.  (BBN)  was  founded  in  1948  to  provide  con- 
sulting services  in  architectural  acoustics  and  noise  control.  Currently,  BBN 
designs  and  builds  integrated,  wide-area  digital  communications  networks  for 
government  and  industry;  provides  research,  development,  and  consulting 
services  in  computer  and  information  sciences  and  physical  sciences;  develops 
and  markets  application  software  products,  and  builds  high  performance 
computers  and  computer  image  systems. 

• Fiscal  1987  revenue  reached  $233.8  million,  a 31%  increase  over  $178  million 
for  fiscal  1986.  Net  losses  were  $8  million  in  fiscal  1987  compared  to  net 
income  of  $1  1.3  million  in  fiscal  1986.  A five-year  financial  summary  follows: 
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BOLT  BERANEK  AND  NEWMAN  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' — FISCAL  YEAR 

ITEM  ' — 

6/87 

6/86 

6/85 

6/84 

6/83 

Revenue 

. Percent  increase 

$233,841 

$ 

178,049 

$ 

138,220 

$ 

106,350 

$85,424 

from  previous  year 

31% 

29% 

30% 

24% 

23% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 

3,913 

$ 

21,502 

$ 

15,998 

$ 

10,897 

$ 5,649 

previous  year 

(82%) 

34% 

46% 

87% 

N/A 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ 

(8,029) 

$ 

1 1,332 

$ 

8,451 

$ 

5,929 

$ 3,292 

previous  year 

(171%) 

34% 

43% 

80% 

108% 

Earnings  (loss)  per 
share  (a) 

. Percent  increase 
(decrease)  from 

$ 

(0.46) 

$ 

0.65 

$ 

0.51 

$ 

0.38 

$ 0.24 

previous  year 

(171%) 

27% 

34% 

58% 

88% 

(a)  Restated  to  reflect  a 2-for-l  stock  split  paid  July  24,  1987. 


Fiscal  1987  results  include  a charge  to  earnings  of  $22.4  million.  The  charge 
is  comprised  of  $18.4  million  for  in-process  research  and  development  projects 
obtained  as  a result  of  the  acquisition  of  Network  Switching  Systems,  Inc.  and 
$4  million  related  to  common  stock  warrants  issued  in  connection  with  the 
formation  of  two  research  and  development  partnerships. 

Recent  acquisitions  made  by  BBN  include  the  following; 

In  May  1987  BBN  obtained  all  rights  to  the  RS/Expert  technology  with 
its  purchase  of  all  of  the  limited  partners'  interests  in  BBN  RS/Expert 
Limited  Partnership  for  approximately  $9.9  million.  This  partnership 
funded  the  development  of  BBN's  RS/Explore''’“and  RS/Discover^“- 
software  products. 

In  April  1987  BBN  purchased  Network  Switching  Systems,  Inc.  (NSS)  for 
$18.2  million. 

. Orgariized  in  1983,  NSS  is  a development  stage  company 
focusing  on  high  capacity  digital  switches  with  advanced  net- 
work management  capabilities. 
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. The  operations  of  NSS  have  been  merged  into  BBN  Communica- 
tions Corporation. 

On  December  30,  1986,  BBN  acquired  Delta  Graphics,  Inc.  in  exchange 
for  ^07,273  shares  of  BBN  common  stock  (prior  to  the  July  1987  stock 
split)  and  $183,000  in  cash. 

Delta  Graphics  develops,  markets,  and  supports  simulation, 
mission  management,  and  animation  systems  and  services. 

. Delta  Graphics  now  operates  as  a newly  formed  wholly  owned 
subsidiary  of  BBN. 

BBN's  business  is  currently  conducted  primarily  through  five  wholly  owned 
subsidiaries  as  follows: 

BBN^  Communications  Corporation,  headquartered  in  Cambridge, 
provides  voice  and  data  network  products  and  services. 

BBN  Software  Products  Corporation,  headquartered  in  Cambridge, 
markets  and  supports  data  analysis  software  products  for  use  by  sci- 
entists, engineers,  and  technicians. 

BBN  Advanced  Computers  Inc.,  headquartered  in  Cambridge,  develops 
and  markets  computer  products  which  use  BBN's  "Butterfly"  parallel 
processing  technology. 

BBN  Delta  Graphics  Inc.,  headquartered  in  Bellevue  (WA),  manufac- 
turers and  markets  computer  image  generation  systems. 

BBN  Laboratories  Incorporated,  headquartered  in  Cambridge,  provides 
research,  development,  and  consulting  services  in  computer  and  Infor- 
motion  scioncGs  ond  noncomputGr-rslotcd  physicol  scIgocgs* 

For  financial  reporting  purposes,  BBN  divides  its  activities  into  two  business 
segments: 

Computer  and  communications  products  includes  the  operations  of  BBN 
Communications,  BBN  Software  Products,  BBN  Advanced  Computers, 
and  BBN  Delta  Graphics. 

Research,  development,  and  consulting  comprises  activities  performed 
by  BBN  Laboratories. 
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• A three-year  financial  summary  by  business  segment  follows  ($  thousands): 


FISCAL  YEAR 

ITEM  

6/87 

6/86 

6/85 

Computer  and  communications 
products 
. Revenue 

. Income  (loss)  from  operations 

$ 151,190 
(2,814)  (a) 

$ 108,968 
14,832 

$ 82,953 

1 0,463 

Research,  development,  and 
consulting 
. Revenue 

. Income  from  operations 

$ 82,651 

6,612 

$ 69,081 

5,749 

$ 55,267 

4,578 

Total 

. Revenue 

. Income  from  operations 

$ 233,841 
$ 3,798 

$ 178,049 
$ 20,581 

$ 138,220 
$ 15,041 

(a)  Income  from  operations  from  this  segment  was  approximately  $19.6  million 
before  the  $22.4  million  charge  to  earnings  previously  described. 


Sales  for  the  computer  and  communications  products  segment  in- 
creased over  those  of  the  previous  year  by  $42.2  million  or  39%  in 
fiscal  1987  and  $26.0  million  or  31%  In  fiscal  1986. 

. Two  new  subsidiaries,  BBN  Delta  Graphics  and  BBN  Advanced 
Computers,  accounted  for  a substantial  portion  of  the  1987  sales 
increase. 

. Sales  growth  in  fiscal  1987,  as  in  1986,  also  reflects  continued 
market  acceptance  of  the  RS  Series  of  software  products. 
Including  the  1987  Introductions  of  the  expert-system-based 
RS/Explore  and  RS/Discover  packages. 

. Sales  growth  for  the  segment  in  1986  was  also  supported  by 
Increased  activity  within  the  wide-area  data  communications 
market.  Network  and  related  services  sales  growth  In  this 
market  for  I 987  was  moderate. 

Revenue  for  the  research,  development,  and  consulting  segment 
increased  $13.6  million  or  20%  in  fiscal  1987  and  $13.8  million  or  25% 
In  fiscal  1986. 

. Sales  growth  In  1987  was  due  primarily  to  increased  activity  in 
the  areas  of  simulation  technology  and  marine  acoustics. 

. The  growth  in  sales  for  1986  represented  increased  activity  in 
the  areas  of  simulation,  parallel  processing,  and  natural 
language  technologies. 
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. Most  of  this  segment's  activities  are  performed  on  a cost-plus- 
fixed-fee  basis  and,  therefore,  segment  contribution  reflects  the 
level  of  sales. 

. Segment  contribution  in  1987  was  favorably  impacted  by  incen- 
tive fees  on  certain  commercial  work. 

As  of  September  1987,  BBN  had  approximately  2,600  employees  segmented  as 
follows; 


BBN  Communications  Corporation 

1,250 

BBN  Laboratories 

750 

BBN  Software  Products  Corporation 

150 

BBN  Advanced  Computers 

100 

BBN  Delta  Graphics 

100 

General  and  administrative  staff 

250 

2,600 

• Competitors,  by  business  area,  include  the  following: 

Digital  Communications  Networks:  Northern  Telecom,  Inc.,  Telenet 

(U.S.  Sprint),  and  Tymnet/McDonnell  Douglas  Network  Systems,  as  well 
as  Databit  (Siemens)  and  SESA  (which  teams  up  with  Paradyne). 

Software  products:  SAS  Institute. 

Research,  Development,  and  Consulting;  SRI  and  various  government 
laboratories. 

Advanced  Computers;  BBN  Advanced  Computers  markets  parallel 
processing  computers,  with  between  4 and  256  processors,  to  industrial 
and  scientific  markets.  BBN  knows  of  no  direct  competitors  in  this 
area. 

KEY  PRODUCTS  AND  SERVICES 

• BBN  estimates  approximately  84%  ($196  million)  of  its  total  fiscal  1987 
revenue  was  derived  from  information  services.  The  remaining  l^%  ($37 
million)  of  revenue  was  derived  from  parallel  processor  sales  ($4  million)  and 
acoustics-related  research  and  consulting. 

Approximately  $161  million  of  information  services  revenue  was 
derived  from  professional  services  ($55  million  from  digital  communi- 
cations network  products  and  support  services  and  $106  million  from 
software  development  and  computer-related  consulting). 

Approximately  $25  million  of  information  services  revenue  was  derived 
from  application  software  packages. 
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The  remaining  $10  million  of  information  services  revenue  was  derived 
from  computer  Image  generation  systems. 

BBN  Communications  Corporation,  the  largest  of  BBN's  subsidiaries,  provides 
a range  of  products  and  services  for  private  wide-area  communications  net- 
works. BBN  Communications  evaluates  communications  requirements,  designs 
the  network,  offers  network  hardware  and  software,  installs  the  network,  and 
provides  on-site  technical  assistance  and  custom  engineering  services.  The 
company  generally  provides  continuing  maintenance  for  the  networks  it 
Installs  and  also  offers  network  operation  services. 

BBN  has  more  than  18  years  of  experience  in  packet  switching,  making 
BBN  Communications  one  of  the  most  experienced  companies  in  this 
field  of  technology.  In  1 969,  under  contract  to  the  Defense  Advanced 
Research  Projects  Agency  (DARPA)  of  the  Department  of  Defense, 
BBN  developed  the  ARPANET,  the  first  large-scale  data  communica- 
tions network  based  on  packet-switching  technology.  Today,  the 
ARPANET  Is  a part  of  the  Defense  Data  Network.  In  Fiscal  I 973,  BBN 
formed  Telenet  Communications  Corporation  which,  utilizing  BBN's 
packet-switching  technology,  became  the  first  nationwide  value-added 
data  communications  common  carrier.  Telenet  was  sold  to  General 
Telephone  & Electronics  Corporation  in  1979. 

. BBN's  packet-switching  networks  employ  proprietary  computer 
equipment  manufactured  by  the  company.  The  product  family 
of  packet-switching  nodes  (PSNs)  features  the  C/3‘^“PSN,  the 
C/30^‘*^PSN,  and  the  C/300^'^'PSN,  providing  a range  of 
price/performance  steps.  BBN's  C/I O'^^packet  assembler /dis- 
sassembler  (PAD)  is  a specialized  message  processor  which 
connects  terminals,  PCs,  workstations,  and  host  computers  with 
Incompatible  protocols,  to  a BBN  network. 

BBN's  C/7'^“-and  C/70^“'Network  Operations  Centers  (NOC) 
perform  network  management,  operations,  and  control  functions 
for  remote  network  components  and  lines  from  a centralized 
network  management  facility.  The  Network  Access  System 
(NAS)  provides  network  access  and  connection  management 
facilities  Including  password-based  user  authentication,  per-user 
profiles  of  authorized  hosts  and  services,  and  user-level  call 
accounting.  The  NAS  utilizes  the  DEC  MicroVax  microcomputer 
as  a hardware  base  for  proprietary  BBN  software. 

To  assist  BBN  Communications  in  broadening  Its  product  offering  to 
include  products  for  the  private  voice  network  market,  and  to  facili- 
tate BBN's  planned  development  of  an  advanced  generation  integrated 
switch,  the  company  acquired  Network  Switching  Systems,  Inc.  (NSS)  in 
April  1987.  NSS  had  developed  circuit-switching  technology  and  was 
completing  development  of  a high  capacity  digital  circuit  switch  with 
network  management  capabilities.  As  a result  of  this  acquisition,  BBN 
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Communications  now  also  offers  the  following  circuit-switching 
products: 

. The  T/500^'“''Circuit  Switch  is  an  intelligent  nodal  processor 
which  terminates  Tl  circuits,  and  provides  transport  for  voice, 
data,  and  image  traffic. 

. The  T/700^“Circuit  Services  Manager  provides  network  man- 
agement and  control  of  circuit-switching  products. 

The  U.S.  government  is  BBN  Communication's  largest  customer. 

. Beginning  in  1983,  BBN  has  been  awarded  a series  of  contracts 
for  development  work,  technical  support,  and  hardware  for  the 
Defense  Data  Network,  the  common-user  data  network  for  the 
Department  of  Defense,  based  on  the  ARPANET  technology 
developed  by  BBN. 

. During  1986,  BBN  Communications  teamed  with  Computer 
Sciences  Corporation  and  AT&T  Communications  to  supply 
network  products  and  technical  services  for  the  U.S.  Treasury's 
Consolidated  Data  Network  (CDN).  The  CDN's  first  user  is  the 
U.S.  Customs  Service,  which  will  use  It  to  link  over  2,000  termi- 
nals in  200  border  points  in  North  America.  The  CDN  Is  in  the 
process  of  expansion  to  serve  additional  U.S.  Treasury  agencies. 

Over  the  past  four  years,  BBN  Communications  has  also  successfully 
marketed  and  sold  its  networks  to  commercial  customers. 

. During  this  period  BBN  has  been  awarded  contracts  by  major 
corporations  including  MCI  Communications  Corp.,  Wang  Labor- 
atories, MasterCard  International,  Michigan  Bell  Telephone  Co., 
National  Westminster  Bank  (U.K.),  Weyerhaeuser  Corporation, 
ENI  Group  (Italy),  and  Banca  Commerciale  Itallana  (COMIT) 
(Italy). 

. In  Fiscal  1987,  BBN  Communications  continued  to  expand  its 
scope  commercially,  receiving  contracts  from  major  organiza- 
tions worldwide,  including  Proctor  & Gamble,  M/A/R/C  Inc., 
Burlington  Northern  Railroad  Co.,  Barclays  Bank  in  the  U.K., 
and  Kokusai  Denshin  Denwa  Co.,  Ltd.  (KDD)  in  Japan. 

OEM  and  teaming  arrangements  have  made  significant  contributions  to 
sales  of  network  products  and  services.  BBN  Communications  has  an 
OEM  agreement  with  Olteco-Ollvetti  Telecommucazioni  S.p.A.  of  Italy 
to  sell,  primarily  In  Italy,  the  company's  network  products  as  part  of 
Olivetti's  network  offering.  Additionally,  BBN  Communications  has 
teamed  with  Racal/Milgo  Electronics  Ltd.  for  sales  In  the  U.K.  and 
with  Computer  Sciences  Corporation  and  other  system  integrators  on 
certain  network  proposals. 
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BBN  Software  Products  Corporation,  formed  In  1984,  markets  BBN's  statisti- 
cal software  products  that  are  sold  primarily  for  applications  in  manufac- 
turing and  research  and  development. 

RS/r“  Software  Is  an  Integrated  data  analysis  system  that  combines 
statistical,  graphical,  curvefitting,  modeling,  and  report-generating 
functions.  It  is  used  by  technical  professionals  In  a wide  variety  of 
disciplines  and  activities. 

. RS/I  Software  was  originally  designed  to  operate  on  DEC  PDP- 
I I computers.  Versions  have  since  been  developed  for  the  VAX 
family  of  computers,  under  both  the  VMS  and  UNIX  operating 
systems;  for  the  Digital  Professional  350/380;  for  the  IBM 
Personal  Computer  models  XT,  AT,  and  3270/PC;  for  the  IBM 
VM/CMS  operating  system;  and  for  the  HP9000  Series  300 
workstation. 

. BBN  Software  Products  has  introduced  three  products  that  are 
sold  as  options  to  RS/I. 

RS/Explore^“Software  is  a statistical  advisor  that 
provides  computerized  assistance  to  scientists  and 
engineers.  It  provides  support  and  guidance  on  appropri- 
ate statistical  techniques. 

RS/Discover‘^“Software  provides  an  environment  for 
designing,  executing,  and  analyzing  industrial  experi- 
ments. 

QCA  Software  is  a statistical  quality  control  package. 

. In  the  seven  years  since  RS/I  software  was  developed,  the 
company  has  installed  more  than  1,100  packages  on  DEC  mini- 
computers worldwide  through  a direct  sales  force  and  through  a 
distribution  agreement  with  DEC.  Approximately  5,800  micro- 
computer packages  have  been  licensed  to  date. 

Other  products  available  through  BBN  Software  Products  Include  the 
following; 

. ClIntriaE'^Software  Is  designed  to  support  data  management  of 
clinical  trials  in  the  pharmaceutical  industry. 

. DataProbe^’'^Software  Is  an  Interactive  time-series  analysis  and 
graphics  tool. 

BBN  Laboratories  encompasses  BBN's  traditional  research,  development,  and 
consulting  activities  in  the  areas  of  computer  and  information  sciences  and 
physical  sciences.  Current  computer-related  professional  service  offerings 
include  the  following; 
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Artificial  intelligence.  BBN  Laboratories  performs  both  basic  research 
and  applications  development  In  artificial  intelligence.  BBN's  areas  of 
work  in  artificial  intelligence  include  knowledge  representation, 
natural  language  understanding,  and  expert  systems.  Current  projects 
include  a pharmaceutical  manufacturing  process  design  tool,  a molecu- 
lar modeling  system,  an  avionics  training  aid,  a computer  assembly 
configuration  management  program,  and  a network  topology  and  route 
assessment  system.  The  Army  Research  Institute  recently  awarded 
BBN  Laboratories  a $2.4  million  contract  to  design  and  implement  an 
artificial  intelligence-based  training  system  to  help  U.S.  Army  person- 
nel maintain  complex  missile  systems. 

Automated  systems.  BBN  Laboratories  conducts  research  and  devel- 
opnient  in  data  analysis  systems,  signal  and  information  processing, 
vehicle  control,  and  robotics.  Current  projects  include  development  of 
software  systerns  for  analyzing  very  large  amounts  of  test  data  and 
design  of  algorithms  for  advanced  undersea  signal  and  information 
processing  systems.  Another  project  involves  research  in  the  use  of 
expert  systems  technology  to  aid  pilots  and  tank  commanders  in  situa- 
tion assessment  and  tactical  decision-making.  Work  in  robotics  has 
focused  on  software  for  control  of  a robot  arm  and  on  computer  tools 
for  designing  control  systems  for  automated  manufacturing. 

Communications  technologies  and  distributed  systems.  BBN  Labora- 
tories performs  extensive  research  and  development  in  the  area  of 
advanced  computer  communications  systems.  Current  research 
includes  shared-channel  satellite  communication,  network  monitoring, 
distributed  operating  systems,  and  multi-media  message  and  confer- 
encing systems.  Development  and  management  responsibilities  include 
the  Computer  Science  Network  (CSNET)  for  the  National  Science 
Foundation,  and  the  experimental  Atlantic  Packet  Satellite  Network 
(SATNET)  for  the  Department  of  Defense. 

Educational  technology.  BBN  Laboratories  conducts  research  in  educa- 
tion,_  learning,  and  language  teaching.  Computer  systems  for  teaching 
reading,  writing,  mathematics,  and  science  have  been  developed  and 
tested  in  laboratory  and  classroom  settings. 

Life  sciences.  BBN  Laboratories  is  an  active  innovator  in  the  develop- 
ment, support,  and  operation  of  software  systems  for  life  science 
research.  Such  systems  Include  a graphical  data  management  system 
(PROPHET)  in  use  nationwide  by  over  800  scientists  in  biomedical 
research,  a gateway  system  for  accessing  on-line  Information  about 
chemical  substances  in  a wide  variety  of  data  base  systems,  and  the 
national  data  bank  of  genetic  sequence  information  (GenBank®  ). 

Simulation  and  training  systems.  BBN  Laboratories  conducts  research 
and  development  in  simulation-based  training  systems.  These  systems 
employ  advanced  communication  technology  to  allow  team  training 
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across  geographically  separate  sites.  In  addition,  BBN  does  research  on 
the  application  of  artificial  Intelligence  technology  to  training  and  has 
developed  computer  testing  systems  for  multiple  simultaneous  users 
that  adapt  questions  in  real  time  to  the  user's  skill  level.  The  largest 
of  BBN  Laboratories'  simulation  and  training  contracts  Is  the  SIMNET 
program  sponsored  jointly  by  DARPA  and  the  U.S.  Army. 

BBN  Delta  Graphics  develops,  markets,  and  supports  simulation,  mission 
management,  and  animation  systems  and  services.  The  company's  products 
Include  low-cost,  high  performance  Computer  Image  Generation  (CIG)  hard- 
ware and  software,  CIG  data  bases  and  data  base  construction  systems,  ani- 
mation services,  and  related  customer  support. 

Computer  Image  Generation  (CIG)  refers  to  the  process  of  providing 
computer  simulated  views  of  a subject  area.  Tasks  that  typically  use 
real  time  CIG  technology  include  aircraft  pilot  trainers,  weapons 
simulators,  driving  simulators,  and  commercial  animation. 

. Until  recently,  CIG  systems  were  extremely  costly,  averaging 
between  $500,000  and  $3  million  per  single  channel  out-the- 
window  viewpoint.  The  CIG  system  developed  by  BBN  Delta 
Graphics,  under  the  DARPA  SIMNET  contract  discussed  below, 
provides,  at  a fraction  of  the  cost,  many  of  the  same  capabil- 
ities as  those  systems. 

. The  availability  of  low-cost  CIG  systems  such  as  those 
developed  by  BBN  Delta  Graphics,  coupled  with  microcomputer- 
based  vehicle  simulation  software  and  communications  net- 
works, such  as  those  developed  by  BBN  Laboratories,  makes  it 
now  possible  to  supplement  field  exercises  with  simulator-based 
exercises.  To  demonstrate  the  usefulness  of  this  technology, 
DARPA,  in  cooperation  with  the  U.S.  Army,  has  sponsored 
SIMNET,  a testbed  of  several  hundred  interactive  simulators. 
SIMNET  relies  on  selective  fidelity  to  replicate  the  intensity  of 
a field  exercise  without  incurring  the  very  high  costs  of  tradi- 
tional simulators. 

. BBN  Delta  Graphics  and  BBN  Laboratories  participate  in  the 
SIMNET  program.  BBN  Delta  Graphics  provides  the  CIG  hard- 
ware and  software;  BBN  Laboratories  provides  the  vehicle 
simulation  software  and  communications  networks.  Orders  for 
SIMNET  CIG  systems  currently  form  the  largest  part  of  BBN 
Delta  Graphics'  business. 

BBN  • Delta  Graphics  also  offers  an  advanced  graphics  software 
program,  the  SI  000^  “ program,  designed  for  use  in  data  base  construc- 
tion, data  base  management,  3-D  modeling.  Image  generation,  and 
animation.  This  program  can  be  used  to  support  BBN  Delta  Graphics 
CIG  visual  systems,  or  act  as  a standalone  package  to  create  comupter 
graphics  imagery.  The  SI  000  program  will  run  on  a variety  of  work- 
stations, including  those  of  Apollo  and  of  Silicon  Graphics. 
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• BBN  Advanced  Computers  was  formed  in  July  1986  to  design  and  market  high- 
performance  parallel  processing  computers  for  use  in  the  industrial,  science, 
and  engineering  markets.  Prior  to  July  1986  these  activities  were  part  of  BBN 
Laboratories. 

INDUSTRY  MARKETS 

• During  fiscal  1987,  75%  of  BBN's  total  sales  were  derived  from  contracts  and 
subcontracts  involving  the  U.S.  government  and  its  agencies.  Approximately 
$158.3  million  (85%  of  revenue)  was  derived  from  contracts  with  the  Depart- 
ment of  Defense. 

• Other  markets  served  by  BBN  include  banking  and  finance,  utilities,  manufac- 
turing, medical,  and  services.  Chemical  and  pharmaceutical  firms  are  con- 
sidered to  be  significant  target  markets. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  BBN's  total  fiscal  1987  revenue  was  derived  from  the 
U.S.  and  5%  from  international  sources. 

• BBN  Communications,  headquartered  in  Cambridge  (MA),  has  U.S.  regional 
offices  in  Newport  Beach  (CA),  Honolulu  (HI),  Columbia  (MD),  Detroit  (Ml), 
New  York  City,  and  Arlington  and  McLean  (VA).  Foreign  offices  are  located 
in  the  U.K.,  Italy,  Hong  Kong,  and  Tokyo. 

• BBN  Laboratories,  headquartered  in  Cambridge  (MA),  has  U.S.  regional  offices 
in  Canoga  Park  and  San  Diego  (CA),  New  London  (CT),  Orlando  (FL),  Fort 
Knox  (KY),  Newport  (Rl),  and  Arlington  (VA).  BBN  Laboratories  has  one 
foreign  office  in  Edinburgh,  Scotland. 

• BBN  Software  Products,  headquartered  in  Cambridge  (MA),  has  U.S.  regional 
offices  in  Sunnyvale,  Los  Angeles,  Newport  Beach,  and  Mountain  View  (CA), 
Northbrook  and  Chicago  (IL),  Detroit  (MI),  Iselin  (NJ),  Pittsburgh  (PA), 
Houston  and  Irving  (TX),  and  Arlington  (VA).  Foreign  offices  are  located  In 
the  U.K.,  France,  Japan,  and  West  Germany. 

• BBN  Advanced  Computers,  headquartered  in  Cambridge  (MA),  has  offices  in 
Iselin  (NJ),  Newport  Beach  (CA),  and  Washington,  D.C. 

• BBN  Delta  Graphics,  headquartered  In  Bellevue  (WA),  has  one  office  in  Fort 
Knox  (KY). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BBN  has  a variety  of  systems  installed  for  research  and  development,  includ- 
ing IBM,  DEC,  Apollo,  Prime,  Data  General,  and  Symbolics  LISP-based  com- 
puters. 
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BOLT  BERANEK  AND  NEWMAN  INC. 
1 0 Fawcett  Street 
Cambridge,  MA  02238 
(617)  491-1850 


Stephen  R.  Levy,  Chairman  and  CEO 
Michael  P.  LaVigna,  President 
Public  Corporation,  NYSE 
Total  Employees:  1,796 
Total  Revenue,  Fiscal  Year  End 
6/30/85:  $138,220,000 
Computer  Services  Revenue 
$1  15,000,000 


THE  COMPANY 

• Bolt  Beranek  and  Newman  Inc.  (BBN)  was  founded  in  1948  to  provide 
consulting  services  in  architectural  acoustics  and  noise  control.  Currently, 
BBN  designs  and  builds  integrated,  wide-area  digital  communications  networks 
for  government  and  industry;  provides  research,  development,  and  consulting 
services  in  computer  and  information  sciences  and  physical  sciences;  and 
develops  and  markets  application  software  products. 

• BBN's  business  is  conducted  through  three  wholly  owned  subsidiaries  as 
follows: 

BBN  Communications  Corporation  provides  data  network  products  and 
services. 

BBN  Laboratories  Incorporated  provides  research,  development,  and 
consulting  services  in  computer  and  information  sciences  and 
noncomputer-reiated  physical  sciences. 

BBN  Software  Products  Corporation  markets  and  supports  data  analysis 
software  products  for  use  by  scientists,  engineers,  and  technicians. 

• Fiscal  1985  revenue  reached  $138.2  million,  a 30%  increase  over  $106.4 
million  for  fiscal  1984.  Net  income  rose  43%  from  $5.9  million  in  fiscal  1984 
fo  $8.5  million  in  fiscal  1985.  A five-year  financial  summary  follows: 
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BOLT  BERANEK  AND  NEWMAN  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 


YEAR 

ITEM 

6/85 

6/84 

6/83 

6/82 

6/81 

Revenue 

. Percent  increase 

$ 138,220 

$ 

106,350 

$85,424 

$69,218 

$55,073 

from  previous  year 

30% 

25% 

23% 

14% 

17% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 14,798 

$ 

10,124 

$ 

5,421 

$ 

2,380 

$ 

537 

previous  year 

46% 

87% 

1 28% 

343% 

(86%) 

Net  income 
. Percent  increase 
(decrease)  from 

$ 8,45 1 

$ 

5,929 

$ 

3,292 

$ 

1,580 

$ 

940 

previous  year 

43% 

80% 

1 08% 

68% 

(67%) 

Earnings  per  share  (a) 
. Percent  increase 
(decrease)  from 

$ I.OI 

$ 

0.75 

$ 

0.45 

$ 

0.24 

$ 

0.15 

previous  year 

— 

35% 

67% 

88Yo 

60% 

(67%^ 
1 

, miu  iwu  uusmess  segments:  computer 

and  cornmunicat^ns  products,  which  includes  the  operations  of  B8N 
Communications  Corporation  and  BBN  Software  Products  Corporation:  and 

Trrm^  ^®''®‘opment,  and  consulting  services,  which  includes  the  operations 
ot  tibN  Laboratories  Incorporated. 

^he  results  of  the  company's  software  products 
activyy,  which  were  not  material  relative  to  total  results,  were 
included  in  the  research,  development,  and  consulting  segment. 
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A three-year  financial  summary  by  business  segment  follows 
($  thousands): 


___  FISCAL  YEAR 

ITEM  

6/85 

0\ 

CO 

6/83 

Computer  and  communications 
products 

- Revenue 

- Income  from  operations 

$ 82,953 
$ 9,682 

$ 53,442 
$ 5,422 

$37,393 
$ 2,927 

Research,  development,  and 
consulting 

- Revenue 

- Income  from  operations 

$ 55,267 
$ 4,159 

$ 52,908 
$ 4, 1 55 

$48,031 
5 3,403 

Total 

- Revenue 

- Income  from  operations 

$ 138,220 
$ 13,841 

$ 106,350 
$ 9,577 

$ 85,424 
$ 6,330 

The  greatest  portion  of  revenue  increases  were  from  the  computer  and 
communications  products  segment  and  were  attributed  to  higher 
volume  in  sales  of  hardware  components  and  systems  engineering  for 
-computer  communications  networks.  Software  product  revenue 
increases  have  resulted  primarily  from  continued  strong  market 
acceptance  of  BBN's  RS/ 1 software  package. 


• On  January  19,  1984,  BBN  sold  707,407  shares  of  its  common  stock  in  a public 
offering.  Net  proceeds  of  approximately  $16  million  have  been  invested  in 
short-term  money  market  instruments.  During  I 985  portions  of  the  proceeds 
were  used  to  meet  certain  short-term  cash  requirements. 

• Revenue  for  the  six  months  ending  December  31,  1985  reached  $44.5  million, 
a 39%  increase  over  $31.9  million  for  the  same  period  in  1984.  Net  income 
was  $2.6  million  compared  to  $2.0  million  for  the  same  period  a year  ago. 

• As  of  June  30,  1985,  BBN  had  approximately  1,796  employees.  The  company 
currently  has  1,900  employees,  segmented  as  follows: 


BBN  Communications  Corporation  1,000 

BBN  Software  Products  Corporation  100 

BBN  Laboratories  Incorporated  650 

General  and  administrative  150 


1,900 

Competitors,  by  business  area,  include  the  following: 

Digital  communications  networks:  Northern  Telecom,  Telenet  ana 

SESA  (a  French  firm).  ’ 
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Software  products;  SAS  Institute. 

Research,  development,  and  consulting;  SRI  and  various  government 
laboratories. 

KEY  PRODUCTS  AND  SERVICES 

• BBN  estimates  approximately  85%  ($115  million)  of  its  total  fiscal  1985 
revenue  was  derived  from  computer  services. 

Approximately  91%  of  computer  services  revenue  ($105  million)  was 
derived  from  professional  services  (30%  from  digital  communications 
network  products  and  support  services  and  70%  from  software 
development  and  computer-related  consulting). 

Approximately  9%  of  computer  services  revenue  ($10  million)  was 
derived  from  application  software  packages. 

• BBN  Communications  offers  a vertically  integrated  range  of  packet-switched 
communications  network  products  and  services.  These  include;  network 
requirements  analysis  and  design;  proprietary  network  hardware  and  software 
products;  network  installation,  management,  and  maintenance;  network 
operations  training;  custom  applications  software  and  engineering  services. 

- In  1 969,  under  contract  to  the  Defense  Advanced  Research  Projects 
Agency  of  the  Department  of  Defense,  BBN  developed  the  ARPANET, 
the  first  large-scale  data  communications  network  based  on  packet- 
switch  network  technology.  BBN  continues  to  maintain  and  operate 
this  network. 

The  traditional  market  for  BBN  Communications'  networks  has  been 
the  U.S.  Government.  The  largest  of  its  government  projects  is  the 
Defense  Data  Network  (DDN).  Beginning  in  1983  BBN  has  been 
awarded  a series  of  contracts  for  development  work,  technical  support, 
and  hardware  for  the  DDN,  intended  to  be  a worldwide  network 
integrating  Department  of  Defense  data  communications  users,  based 
on  the  ARPANET  technology  developed  by  BBN. 

Over  the  past  three  years  BBN  Communications  has  increased  its 
efforts  to  market  and  sell  its  networks  to  commercial  customers. 

. In  1983  BBN  was  awarded  a contract  by  MCI  Communications 
Corporation  to  build  a 50-city  value-added  national  data 
network  to  support  "MCI  Mail."  This  network  is  currently 
operational  and  has  been  expanded  in  size. 

During  fiscal  1984  Wang  Laooratories  selected  BBN  Communica- 
tions to  build  a 120-site  data  network. 
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During  fiscal  1985  8BN  was  awarded  a contract  by  Weyer- 
haeuser Corporation  to  build  a private  data  network  to  connect 
Weyerhaeuser's  corporate-wide  facilities. 

Also  during  1985  BBN  was  awarded  a $10  million  contract  by 
National  Westminster  Bank  to  provide  the  data  segment  for  a 
large  integrated  voice  and  data  network. 


For  Italy's  ENI  Group,  BBN  Communications  will  install  a data 
ltdy°*'*^  will  link  terminals  in  over  180  cities  throughout 

As  part  of  a Computer  Sciences  Corporation  contract,  BBN 
communications  will  supply  hardware  and  system  integration 
services  for  a packet  switched  data  communications  network  to 
be  built  for  the  U.S.  Customs  Service. 


Other  current  commercial  customers  include  Mastercard 
International  and  Michigan  Bell. 

BBN's  networks  employ  proprietary  computer  equipment  manufactured 
by  the  company.  The  C/SO^  ^'  packet-switch  node  (PSN)  is  a micro- 
coded  minicomputer,  capable  of  routing  hundreds  of  packets  of  data 
-per  second.  ^ The  C/300^  PSN  provides  high  throughput  for  heavy 
traffic  locations.  BBN's  C/ 1 packet  assembler/disassembler  (PAD) 
IS  a specialized  message  processor  which  connects  remote  terminals,  as 
well  as  host  computers  with  incompatible  protocols,  into  a network. 
Several  configurations  of  this  PAD  are  available.  BBN's  C/70^  ^ mini- 
computer, together  with  special  software,  serves  as  a network  opera- 
tions center  system  (NOC)  which  remotely  monitors  the  operations  of 
the  communications  network  and  provides  diagnostic  programs  as 
needed.  The  Network  Access  System  (NAS),  provides  security  and  user 
authentication  services.  All  of  these  network  components  are 

incorporate  proprietary  software  developed 


During  1985  BBN  Communications  opened  its  new  Educational  Services 
Training  Center  in  Cambridge.  The  center  provides  network  operator 
training  _ including  a complete  series  of  courses  in  management, 
diagnostics,  and  network  customization. 


BBN  Laboratories  encompasses  BBN's  traditional  research,  development,  and 
consulting  activities  in  the  areas  of  computer  and  information  sciences  and 

physical  sciences.  Current  computer-related  professional  service  projects 
include  the  following: 


Intelligent  systems.  BBN  has  continued  to  expand  its  work  in  artificial 
Intel  igence-based  expert  systems,  with  several  systems  under 
development.  Current  projects  include  a pharmaceutical  manufac- 
turing process  design  tool,  a molecular  modeling  system,  an  avionics 
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training  aid,  a computer  assembly  configuration  management  program, 
and  a network  topology  and  route  assessment  system.  The  Army 
Research  Institute  recently  awarded  BBN  Laboratories  a $2.4  million 
contract  to  design  and  implement  an  artificial  intelligence-based 
training  system  to  help  U.S.  Army  personnel  maintain  complex  missile 
systems. 

Natural  language  and  knowledge  representation.  BBN  Laboratories  is 
developing  a family  of  natural  language  query  systems  for  data  base 
access.  This  represents  the  first  commercial  exploitation  of  BBN's 
natural  language  technology.  BBN  Laboratories  also  received  DARPA 
funding  for  advanced  work  in  natural  language  and  knowledge  represen- 
tation technology. 

As  part  of  its  Strategic  Computing  Program,  DARPA  has 
awarded  $2.5  million  to  BBN  Laboratories  for  work  in  the  area 
of  natural  language  understanding.  Under  this  contract,  BBN 
will  participate  in  the  research,  development,  and  demonstration 
of  a next-generation  natural  language  interface  for  a U.S.  Navy 
application.  The  interface  will  provide  "plain-English"  access  to 
a data  base,  an  application  package,  and  an  expert  system. 

. Under  a contract  from  the  Office  of  Naval  Research,  BBN 
Laboratories  will  receive  $3.9  million  to  develop  a natural 
language-based  planning  assistance  system. 

Simulation  and  training  systems.  BBN  Laboratories  conducts  research 
and  development  in  simulation-based  training  systems.  These  systems 
employ  advanced  communication  technology  to  allow  team  training 
across  geographically  separate  sites.  In  addition,  BBN  does  research  on 
the  application  of  artificial  intelligence  technology  to  training  and  has 
developed  computer  testing  systems  for  multiple  simultaneous  users 
that  adapt  questions  in  real  time  to  the  user's  skill  level.  BBN  has 
continued  to  receive  funding  for  the  advanced  development  of  SIMNET, 
a computer-based  team  training  program  for  tank  crews. 

Communications  technologies.  BBN  Laboratories  performs  research 
and  development  in  the  area  of  advanced  computer  communications 
systems.  Current  research  includes  shared-channel  satellite  communi- 
cation, network  monitoring,  distributed  operating  systems,  and  multi- 
media  message  and  conferencing  systems.  Development  and  manage- 
ment responsibilities  include  the  Computer  Science  Network  (CSNET) 
for  the  National  Science  Foundation,  and  the  experimental  Atlantic 
Packet  Satellite  Network  (SATNET)  for  the  Department  of  Defense. 

. During  1985,  BBN  received  added  funding  for  its  research  and 
development  work  with  packet-switched  networks,  including 
shared-channel  satellites,  survivable  radio  networks,  local-area 
cable  networks,  multi-media  message  applications,  network 
monitoring  systems,  and  communications  protocol  development. 
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. BBN  Laboratories  has  received  $1.6  million  from  the  Defense 
Advanced  Research  Projects  Agency  for  further  development  of 
DIAMOND,  an  experimental,  multi-media  messaging  system.  In 
addition  to  simple  text,  the  DIAMOND  system  permits  elec- 
tronic messages  to  include  graphics,  voice  passages,  and  scanned 
images. 

Life  sciences.  BBN  Laboratories  is  an  active  innovator  in  the  develop- 
ment, support,  and  operation  of  computer  software  systems  for  life 
science  research.  Such  systems  include  a graphical  data  management 
system  (PROPHET)  in  use  nationwide  by  over  800  scientists  in 
biomedical  research,  a gateway  system  for  accessing  on-line  informa- 
tion about  chemical  substances  on  a wide  variety  of  data  base  systems 

(CSIN),  and  the  national  data  bank  of  genetic  sequence  information 
(GenBank®  ). 

. The  U.S.  Geological  Service  has  awarded  BBN  Laboratories  $1 
million  to  design,  develop,  and  implement  software  for  existing 
microcomputer  hardware.  The  software  system's  technology 
will  be  based  on  the  CSIN  technology  developed  and  maintained 
by  BBN. 

During  fiscal  1985  BBN's  contract  to  operate  the  PROPHET 
biomedical  research  system  was  extended,  and  the  company 
received  funding  to  develop  PROPHET  II,  an  advanced, 
communications  and  graphics-oriented  software  package  which 
will  be  made  available  for  use  by  researchers. 

Parallel  processors.  BBN  Laboratories  has  designed  and  is  building  its 
second  generation  of  computers  employing  multiple  processors. 
Several  dozen  of  the  company's  current  parallel  processing  computer, 
the  Butterfly'll^  parallel  processor,  have  been  ordered  or  sold  for 
experimental  applications  and  for  use  in  computer  research.  Under 
DARPA  sponsorship,  BBN  will  build  and  deploy  ten  16-processor 
systems  at  R&D  centers  around  the  U.S.  during  the  coming  year.  New 
capabilities  under  development  include  hardware  floating  point 
arithmetic,  the  FORTRAN  and  LISP  programming  languages,  and 
additional  memory. 

BBN  Software  Products  Corporation,  formed  in  1984,  markets  BBN's  scientific 
application  software  products. 

RS/1  is  an  integrated  data  analysis,  statistics,  programming,  text 
editing,  and  graphics  package  providing  data  management  and  analysis 
capabilities  to  the  scientific  and  engineering  communities. 

. RS/1  software  was  originally  designed  to  operate  on  Digital 
Equipment  Corporation's  PDP-I  I computers.  Versions  have 
since  been  developed  for  the  VAX  family  of  computers,  under 
both  the  VMS  and  UNIX  operating  systems;  for  the  Digital 
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Professional  350/380;  for  the  IBM  Personal  Computer  models 
XT,  AT,  and  3270/PC;  and  for  the  IBM  VM/CMS  operating 
system.  The  underlying  system  is  currently  written  in  the  C 
language.  BBN  also  has  developed  a user-accessible  RPL 
programming  language. 

. There  are  currently  over  4,000  RS/I  installations  at  approxi- 
mately 600  companies. 

CLINFO^^'  is  a clinical  data  management  software  package  for  use  by 
medical  research  centers  in  health  care  research. 

. The  original  CLINFO  system  was  written  in  BASIC+2  for  the 
DEC  PDP  11/60  using  the  RSX-1  1 operating  system.  The 
program  is  currently  being  reimplemented  using  an  underlying 
kernel  based  on  RS/I. 

There  are  currently  over  48  installations  of  CLINFO. 

CLINTRIAL^*^'  is  a DEC  VAX-based  software  product  for  use  in  the 
development,  management,  and  evaluation  of  clinical  trials  of  new 
drugs.  The  product  is  being  developed  in  cooperation  with  several 
pharmaceutical  companies  and  is  scheduled  for  availability  in  1986. 

Two  new  product  families  currently  under  development  in  conjunction 
with  BBN  Laboratories  include  the  following: 

. RS/Expert  is  an  expert  system-based  statistical  advisory 
package  that  will  integrate  RS/I  capabilities  with  expert 
systems  and  other  artificial  intelligence  technology.  Avail- 
ability is  scheduled  for  1986. 

Also  under  development  is  a family  of  natural  language  inter- 
faces to  data  base  systems  that  will  provide  the  business  and 
technical  markets  with  high-level  plain-language  inquiry 
capabilities.  Availability  is  scheduled  for  1986. 

INDUSTRY  MARKETS 

• During  fiscal  1985,  70%  of  BBN's  total  sales  were  derived  from  contracts  and 
subcontracts  involving  the  U.S.  government  and  its  agencies.  Approximately 
$73.9  million  (53%  of  revenue)  was  derived  from  contracts  with  the  Depart- 
ment of  Defense. 

• Other  markets  served  by  BBN  include  banking  and  finance,  utilities,  manufac- 
turing, medical,  and  services.  Chemical  and  pharmaceutical  firms  are 
considered  to  be  significant  target  markets. 
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GEOGRAPHIC  MARKETS 

• Approximately  95%  of  BBN's  total  fiscal  1985  revenue  was  derived  from  the 
U.S.  and  5%  from  international  sources. 

• BBN  Communications,  headquartered  in  Cambridge,  has  U.S.  regional  offices 
in  Newport  Beach  (CA);  Columbia  (MD);  New  York  City;  and  Arlington  and 
McLean  (VA).  Foreign  offices  are  located  in  the  U.K.,  Italy,  and  Hong  Kong. 

• BBN  Laboratories,  headquartered  in  Cambridge,  has  U.S.  regional  offices  in 

Canoga  Park  and  San  Diego  (CA);  New  London  (CT);  Newport  (Rl);  and 
Arlington  (VA). 

• BBN  Software  Products,  headquartered  in  Cambridge,  has  U.S.  regional 
offices  in  Sunnyvale  and  Los  Angeles  (CA);  Boulder  (CO);  Chicago;  Detroit; 
Iselin  (NJ);  Irving  (TX);  and  Arlington  (VA).  Foreign  offices  are  located  in  the 
U.K.,  France,  Tokyo,  and  West  Germany. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BBN  has  a variety  of  systems  installed  for  research  and  development  including 
IBM,  DEC,  Apollo,  Prime,  Data  General,  and  Symbolics  LISP-based  computers. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MARCH  1982 


BOLT  BERANEK  AND  NEWMAN  INC. 
10  Moulton  Street 
Cambridge,  MA  02238 
(617)  491-1850 


Stephen  R.  Levy,  Chairman  and  CEO 
Michael  P.  LaVigna,  President 
Public  Corporation,  NYSE 
Total  Employees:  1,322 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $85,424,000 
Computer  Services  Revenue: 
$50,400,000* 


BOLT  BERANEK  AND  NEWMAN  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— FISCAL  YEAR 

ITEM  

6/83 

6/82 

6/81 

6/80 

6/79 

Revenue 

$ 85,424 

$69,218 

$ 55,073 

$ 46,903 

$ 37,709 

. Percent  increase 

from  previous  year 

23% 

14% 

17% 

24% 

25% 

Income  before  taxes 

$ 5,421 

$ 2,380 

$ 537 

$ 3,843 

$ 13,398 

. Percent  increase 

(decrease)  from 

previous  year 

128% 

343% 

(86%) 

(71%) 

3,353% 

Net  income 

$ 3,292 

$ 1,580 

$ 940 

$ 2,872 

$ 10,090 

. Percent  increase 

(decrease)  from 

previous  year 

108% 

68% 

(67%) 

(72%) 

2,642% 

Earnings  per  share  (a) 

$ 0.45 

$ 0.24 

$ 0.15 

$ 0.45 

$ 1.64 

. Percent  increase 

(decrease)  from 

previous  year 

88% 

60% 

(67%) 

(73%) 

N/A 

(a)  Adjusted  to  reflect  a 2-for-l  stock  split  paid  November  30,  1983  and  3-for-2 
stock  splits  paid  July  19,  1983  and  May  I,  1981. 


• On  December  22,  1983,  Bolt  Beranek  and  Newman  changed  the  listing  of  its 
shares  from  the  American  Stock  Exchange  to  the  New  York  Stock  Exchange. 


SOURCE  OF  REVENUE 

• INPUT  estimates  54%  of  Bolt  Beranek  and  Newman's  fiscal  1983  revenue  was 
derived  from  professional  services,  5%  from  software  products,  and  41%  from 
noncomputer  services  (other  consulting  and  various  hardware  products). 
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COMPANY  HIGHLIGHT 


BOLT  BERANEK  AND  NEWMAN  INC. 

10  Moulton  Street 
Cambridge,  MA  02238 
(617)  491-1850 


Stephen  R.  Levy,  President 
and  CEO 

Public  Corporation,  AMEX 
Total  Employees;  1,295 
Total  Revenue,  Fiscal  Year 
End  6/30/81:  $55,072,600 
Total  Computer  Services  Revenue; 
$27,300,000* 


THE  COMPANY 

• Bolt  Beranek  and  Newman  Inc.  (BBN)  was  founded  in  1948  to  provide 
consulting  services  in  architectural  acoustics  and  noise  control.  Currently 
BBN  offers  consulting,  research,  and  development  services  in  the  areas  of 
computer  and  acoustic  technology;  develops  and  markets  several  software 
products;  and  manufactures  several  hardware  products. 

• BBN  is  organized  into  several  divisions  and  three  wholly  owned  subsidiaries,  as 
shown  in  the  exhibit. 

• For  fiscal  year  end  June  1981,  BBN  reported  sales  of  $55,072,600,  up  17%  from 
$46,902,600  in  1980  as  indicated  in  the  financial  summary  below; 
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BOLT  BERANEK  AND  NEWMAN  INC. 
THREE- YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM  

6/8 1 

6/80 

6/79 

Total  revenue 

$55,073 

$46,903 

$37,709 

. Percent  increase 

from  previous  year 

1 7% 

24% 

25% 

Income  (loss)  from  operations 

$ (I02) 

$ 3,I06 

$ 2,870 

. Percent  increase  (decrease) 

from  previous  year 

(1 03%) 

8% 

56% 

Income  before  taxes 

$ 537 

$ 3,843 

$13,398 

. Percent  increase  (decrease) 

from  previous  year 

(86%) 

(7I%) 

3,353% 

Net  income 

$ 940 

$ 2,872 

$10,090 

. Percent  increase  (decrease) 

from  previous  year 

(67%) 

(72%) 

2,642% 

Earnings  per  common  share 

$ 0.44 

$ 1. 35 

$ 4.91 

. Percent  increase  (decrease) 

from  previous  year 

(67%) 

(73%) 

2,438% 

• Costs  incurred  for  product  development,  engineering,  manufacturing,  market- 
ing, sales,  and  field  services  for  BBN's  new  products  resulted  in  a negative 
impact  on  corporate  earnings  for  fiscal  1981®  accor^fmg-  te— mqnuyement; — 
Despite  a 36%  increase  in  product  revenue  over  1980,  performance  was  below 
company  expectations. 


KEY  PRODUCTS  AND  SERVICES 

• Sales  from  operations  for  BBN's  two  industry  segments^^onsulting,  research, 

and  development^and  product^  are  included  in  the  chart  below  ($  thousands);—^ 


^^l^onsulting,  research,  and 
development 

Computer  technology 

L Acoustics  technology 

F 


Products 


TOTAL 


6/81 

6/80 

6/79 

$25,292 

$22,284 

$18,581 

19,332 

16,926 

14,917 

10,449 

7,693 

4,21 1 

$55,073 

$46,903 

$37,709 
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• INPUT  estimates  that  46%  of  BBN's  fiscal  1981  revenue  is  derived  from 
professional  services,  4%  from  software  products,  and  50%  from  non-computer 
services  (acoustics  technology  and  various  hardware  products). 

• BBN  offers  extensive  experience  in  the  design,  development,  and  building  of 
communications  networks  through  its  Communications  Systems  Division. 

In  1968,  under  a contract  with  the  Department  of  Defense,  BBN 
developed  ARPANET,  the  first  large-scale  data  communications 
network  based  on  the  packet-switched  network  technology  developed  by 
the  company.  ARPANET  connects  approximately  230  host  computers, 
over  1,300  directly  connected  terminals,  and  more  than  10,000  ter- 
minals through  a network  of  some  90  different  sites  throughout  the 
United  States  and  Europe.  BBN  continues  to  operate,  maintain,  and 
provide  systems  development  for  ARPANET. 

Other  Communications  Systems  Division  projects  include: 

. Development  of  packet-switched  data  communications  trans- 
mission via  satellite. 

. Development  of  network  access  and  communications  transmis- 
sion for  the  military  via  mobile  radio  transmission  devices. 

. Development  of  network  access  via  speech  and  improvement  of 
network  security. 

. Development  of  inter-computer  protocols. 

. Development  of  gateways  for  interconnecting  diverse  networks. 

. Design,  development,  and  installation  of  local  area  networks. 

BBN  also  designs,  develops,  and  maintains  specialized  private  communi- 
cations networks  for  government  and  industry,  and  develops  signal- 
processing systems. 

• BBN's  Computer  Systems  Division  provides  development  and  support  of 
software  systems  for  research  applications,  and  currently  markets  three 
software  productsr*^ 

RS/I  is  an  integrated  data  management,  analysis,  and  graphics  package 
for  research  scientists.  The  package  runs  on  DEC  PDP-I  I and  VAX 
machines,  and  is  shortly  to  be  augmented  by  a version  which  runs  on 
DEC'S  VAX  Computer  line  in  "active  mode."  First  introduced  in  mid- 
1979,  RS/I  has  been  installed  at  over  70  sites.  The  package  lists  for 
$18,750,  including  first-year  maintenance. 
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Clinical  Data  Management  and  Analysis  System  (CLINFO)  is  a data 
management  system  developed  specifically  for  clinical  research, 
enabling  physicians  with  little  or  no  prior  computer  experience  to  store, 
analyze,  and  graphically  display  research  data.  The  system  is  available 
on  DEC  PDP-I  I or  VAX  minicomputers  supporting  RSX-I  IM.  Priced  at 
$24,500,  there  are  currently  about  a dozen  installations,  typically  at 
major  medical  centers  such  as  Johns  Hopkins,  Duke,  and  Yale. 

The  PROPHET  system  (graphical  data  management  for  biomedical 
research)  is  available  through  timesharing  and  is  used  by  over  700 
scientists  at  medical  research  institutions  across  the  United  States. 
Users  access  PROPHET  by  joining  a National  Institution  of  Health 
network. 

• BBN  research  in  the  Information  Sciences  Division  focuses  on  three  interre- 
lated areas  of  science  and  technology;  behavioral  science,  computer  science, 
and  person/machine  interaction. 

The  primary  markets  for  these  activities  are  government  agencies 
funding  applied  research  and  advanced  development  programs. 

BBN  has  studied  and  designed  systems  that  apply  human  and  computer 
capabilities  to  problems  of  pattern  recognition,  decision  making, 
command  and  control,  communication,  and  education  and  training. 

BBN  applied  research  includes  the  development  of  computer  languages 
and  operating  systems.  A new  project  involves  the  development  of  an 
operating  system  to  run  a variety  of  software  tools  on  a distributed 
data  processing  facility. 

Other  areas  in  which  BBN  has  conducted  recent  work  include  robotics, 
computer-aided  design  of  customized  VLSI  circuits,  and  a pilot  produc- 
tion run  of  advanced  design  personal  computers. 

• BBN's  Acoustics  and  Environmental  Technologies  Divisions  provide  research, 
development,  and  engineering  services  in  the  areas  of  sound,  shock,  and 
vibration,  and  their  effects  on  materials  and  structures,  to  clients  concerned 
with  underwater  acoustics,  environmental  problems,  and  architectural 
acoustics. 

• BBN  Computer  Corporation  (BBNCC)  develops,  manufactures,  and  markets 
communications  processors,  minicomputer  systems,  and  related  software. 

BBNCC  manufactures  and  sells  the  C/30^'^  processor  and  the 
Pluribus  high-speed,  fault-tolerant  multiprocessor,  used  in  packet- 
switched  communications  networks.  Associated  software  has  been 
developed  by  BBN  over  the  past  twelve  years,  and  is  designed  to  permit 
equipment  intercommunication,  efficient  data  routing,  system  self- 
diagnosis,  and  retransmission  in  the  event  of  error.  The  C/30  is  priced 
at  $35,000. 
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BBNCC  also  manufactures  and  sells  the  C/70^'“’  and  C/60^“’  mini- 
computer systems,  designed  around  the  C language  and  the  UNIX 
timesharing  system.  The  C/60  sells  for  $50,000  and  the  C/70  for 
$70,000. 

• BBN  Information  Management  Corporation  (BBNIMC)  markets  the  InfoMaiT''^' 
system,  an  electronic  mail  software  package. 

First  announced  in  January  1981,  the  InfoMail  system  runs  on  DEC 
VAX,  IBM  (under  VM/CMS  and  MVS),  and  BBN  C/70  computer  systems. 

The  principal  customers  for  this  product  are  expected  to  be  large 
corporations  in  the  Fortune  500  category,  major  banks,  insurance 
companies,  government  agencies,  scientific  research  centers,  and 
universities. 

Prices  range  from  $20,000  to  $80,000. 

• BBN  Instruments  Corporation  manufactures  measurement  instrumentation  and 
hybrid  electronic  circuits. 

INDUSTRY  MARKETS 

Federal  Government  71% 

Other  29% 

• Other  markets  include  medical,  industrial,  commercial,  and  service  corpora- 
tions, as  well  as  non-profit  organizations,  and  state  and  local  governments. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  BBN  revenue  is  derived  from  locot+ons  oeross  the  U.S. 

• BBN  has  branch  offices  in  Arlington  (VA),  Canoga  Park  (CA),  New  London 
(CT),  and  San  Diego  (CA).  A manufacturing  facility  is  located  in  Hong  Kong. 

COMPUTER  HARDWARE 

• Approximately  ten  mainframe  and  an  equal  number  of  minicomputer  systems 
manufactured  by  Digital  Equipment  Corporation  are  owned  and  used  by  BBN. 

• In  addition,  a large  number  of  BBN  C/70s,  BBN  Jericho  superpersonal 
computers.  Apples,  LSI- Ms,  and  various  other  computers  are  in  use  at  the 
company. 

• BBN  also  uses  IBM  370-type  systems  in  the  development  of  its  InfoMail 
software  products. 
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Boole  & 
Babbage 


Status:  Public 

Employees:  769  (3/96) 

Revenue:  $154,367,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Boole  & Babbage  is  a leader  in  enterprise 
automation  software  for  managing 
distributed  systems.  The  company  is 
committed  to  supporting  open  systems  and 
the  growing  chent/server  market  to  help  IS 
organizations  reduce  costs  and  increase 
systems  availability. 

• COMMAND/Post^'^,  the  company’s  flagship 
enterprise  automated  systems  management 
product,  provides  a central  point  of  control 
for  managing  and  automating  all  computer 


networks  and  applications  in  the  IS 
enterprise. 

• The  company  continues  to  define  its 
leadership  role  in  the  large-systems  arena 
with  its  Parallel  Sysplex-ready  offerings 
based  on  its  BBI™  distributed  systems 
architecture. 

Company  Description 

Boole  & Babbage,  founded  in  1967,  provides 
systems  software  solutions  for  help  desk, 
automation,  operations,  network 
administration,  system  administration  and 
storage  management.  In  addition  to  its 
proprietary  products,  the  company  also 
distributes  certain  third-party  products  that 
complement  its  software  product  line  and 
provides  consulting  and  processing  services. 
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The  company  has  more  than  12,500  products 
installed  at  more  than  5,000  sites  worldwide. 

The  company  announced  separate  3-for-2 
stock  splits  in  November  1994  and  December 
1995. 

Structure  and  Organization 

Boole  & Babbage  automated  enterprise 
management  products  are  spht  into  four 
categories — ^the  COMMAND/Post  product 
family,  the  Ensign’^'^^  product  family,  the 
MainView^'^  systems  management  line  of 
products,  and  Storage  Management  and 
Automation  products  (developed  and 
supported  through  the  Boole  & Babbage 
Storage  Division). 

Boole  & Babbage  has  42  offices  in  26  countries 
worldwide,  including  three  data  centers  and 
four  development  labs.  The  company  has 
corporate  headquarters  in  San  Jose  (CA)  and 
European  headquarters  in  Dublin  (Ireland). 

• The  company’s  North  American  offices  are  in 
Atlanta  (GA),  Chicago  (IL),  Dallas  and 
Houston  (TX),  Los  Angeles,  El  Segundo  and 
San  Francisco  (CA),  New  York  (NY), 

O'Fallon  (IL),  Warwick  (RI),  Saddle  Brook 
(NJ),  Toronto  (Canada)  and  Reston  (VA). 

• Boole  & Babbage  Europe,  the  company’s 
European  subsidiary,  has  offices  in  Austria, 
Belgium,  Denmark,  Finland,  France, 
Germany,  Ireland,  Italy,  Norway,  Portugal, 
Spain,  Sweden,  Switzerland,  the 
Netherlands  and  the  U.K. 

• Boole  & Babbage  International  is  a 
subsidiary  based  in  Austraha  and  Japan 
that  markets  and  supports  the  company’s 
products  in  the  Pacific  Rim. 

• Representative  offices  are  in  Bangkok, 
Bogota,  Buenos  Aires,  Caracas,  Guayaquil, 
Hong  Kong,  Istanbul,  Kuala  Lumpur,  Lima, 


Malaysia,  Mexico  City,  Rio  de  Janeiro, 
Riyadh,  Santiago,  Sao  Paulo,  Seoul, 
Singapore,  South  Africa,  and  Tel  Aviv. 

Company  Strategy 

The  Boole  & Babbage  mission  is  to  help 
customers  increase  availability  in  their 
organizations  by  managing  systems  for  all 
types  of  computers  and  communications.  The 
company’s  strategy  is  to  provide 
enterprisewide  management  products  that 
automate  the  task  of  monitoring, 
administering,  diagnosing  and  correcting 
problems  in  the  entire  enterprise — from  the 
mainframe  to  the  desktop,  including  storage 
management. 

The  company’s  comprehensive  family  of 
automated  enterprise  management  software 
covers  all  elements  of  the  computer  network 
and  tracks  mainframe  and  minicomputer 
operating  system  performance.  It  allows 
consistent  administration  of  distributed 
client/server  systems  on  diverse  platforms, 
from  a central  point  of  control. 

The  corporate  mission  is  focused  on  enterprise 
automation  through  internal  product 
development  and  strategic  partnership 
acquisitions  that  include  integration  with 
complementary  products,  as  well  as 
distribution  agreements  and  reseller 
arrangements. 

Boole  & Babbage  has  made  its  UNIX-based 
COMMAND/Post  product  line  the  keystone  of 
its  strategy  for  addressing  the  client/server 
market.  The  COMMAND/Post  open 
architecture  provides  the  ability  to  have  two- 
way  communications  with  virtually  any  device 
in  the  enterprise  computing  environment. 

Boole  & Babbage  is  also  committed  to  making 
automation  easier  for  its  clients  through 
product  design  and  standardizing  on  the 
REXX  language  for  automation  scripts. 
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Scripts  for  the  COMMAND/Post  family  of 
products  are  based  on  REXX. 

In  support  of  migrations  to  the  Parallel 
Sysplex,  Boole  & Babbage  is  delivering  a 
systems  management  architecture  that  can 
deal  with  traditional  mainframes  and  the  new 
Parallel  Sysplex. 

• MainView  and  ProSMS™  systems 
management  products  will  support  IBM 
Parallel  Sysplex  Architecture  offerings.  In 
addition,  MainView  products  will  support 
the  participating  transaction  products  in 
IBM’s  new  Parallel  Sysplex  environment. 

• Boole  & Babbage  "plex-ready"  products 
include  MV  MANAGER^""  for  MVS  and 
CMF  “ MONITOR,  built  on  the  Boole  & 
Babbage  Intercommunication  Facility  (BBI) 


architecture.  BBI  technology  provides  the 
strategic  advantage  of  Single  System  Image, 
which  allows  users  to  treat  and  manage  a 
collection  of  parallel  systems  and 
subsystems  as  if  they  were  a single  entity. 

• In  1996,  Boole  and  Babbage’s  goal  is  to  stay 
ahead  of  its  customers’  needs  as  their 
client/server  systems  transition  from 
specialized-use  status  to  full  enterprise-wide 
solutions. 

Financials 

Fiscal  1995  revenue  reached  $154.4  million  a 
17%  increase  over  fiscal  1994  revenue  of 
$131.8  million.  Net  income  rose  36%,  from 
$10.2  million  in  fiscal  1994  to  $13.9  million  in 
fiscal  1995.  A five-year  financial  summary 
follows: 


Boole  & Babbage,  Inc. 
Five-Year  Financial  Summary  (a) 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$154.4 

$131.8 

$118.2 

$110.5 

$100.8 

• Percent  change  from 
previous  year 

17% 

12% 

7% 

10% 

10% 

Income  before  taxes 

$19.9 

$14.8 

$11.2 

$7.7 

$(1.8) 

• Percent  change  from 
previous  year 

34% 

32% 

45% 

173% 

N/A 

Net  income  (loss) 

$13.9 

$10.2 

$7.6 

$5.3 

$(1.2) 

• Percent  change  from 
previous  year 

36% 

11% 

43% 

542% 

N/A 

Earnings  (loss)  per  share  (b) 

$1.21 

$0.94 

$0.70 

$0.53 

$(0.13) 

• Percent  change  from 
previous  year 

29% 

(51%) 

32% 

508% 

N/A 

(a)  Fiscal  years  1991  through  1993  restated  to  reflect  adoption  of  FAS  109,  accounting  for  income  taxes. 

(b)  Restated  to  reflect  3-for-2  stock  splits  in  November  1994  and  December  1995. 
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Product  development  and  support  costs  rose 
less  than  1%  in  fiscal  1995  and  represented 
16%  of  total  revenue,  compared  to  18%  of 
revenue  in  both  fiscal  1994  and  fiscal  1993. 


Revenue  Analysis  by  Product  Line 

Approximately  52%  of  Boole  & Babbage’s 
fiscal  1995  revenue  was  derived  from 
systems  software  product  licenses,  46%  from 
software  maintenance,  and  2%  from 
consulting  and  processing  services.  A three- 
year  summary  of  source  of  revenue  follows; 


Boole  & Babbage,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Product  licensing 

$80.2 

52% 

$64.9 

49% 

$53.9 

46% 

Maintenance  fees 

70.7 

46% 

64.3 

49% 

60.7 

51% 

Services  and  other 

3.5 

2% 

2.6 

2% 

3.6 

3% 

Total 

$154.4 

100% 

$131.8 

100% 

$118.2 

100% 

Boole  & Babbage  attributes  fiscal  1995 

results  to  the  following: 

• The  client/server  group  had  the  highest 
growth  rate,  at  43%,  and  represented 
11.5%  of  total  licensing  revenue.  The 
company  expects  high  growth  in  this  group 
in  1996,  as  products  such  as  Ensign  and 
Staged  begin  to  produce  greater  revenue. 

• Currently,  Boole  & Babbage  derives 
approximately  86%  of  licensing  revenue 
from  mainframe-based  technologies.  Plex 
products  revenue  grew  16%  in  1995. 

• Revenue  from  mainframe  products  grew 
24%  in  1995,  principally  as  a result  of 
built-up  demand  for  mainframes,  which 
produced  several  larger  orders.  The 
company  does  not  expect  this  level  of 
growth  in  mainframe  products  in  1996. 


Interim  Results 

Revenue  for  the  three  months  ending 
December  31,  1995  reached  $40.1  milhon,  a 
4%  increase  over  $38.6  million  for  the  same 
period  in  1994.  Net  income  was  $4.3  milhon, 
compared  to  $3.3  million  for  the  same  period 
a year  ago. 

Besides  strong  performance  in  its  traditional 
markets,  client/server  products  showed  52% 
growth  during  the  quarter. 

Mainframe  product  sales  declined  by  4% 
from  the  same  period  the  prior  year. 

Market  Financials 

Boole  & Babbage  products  are  aimed  at  user 
organizations  running  large,  mixed-vendor 
networks. 
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The  typical  Boole  & Babbage  user  is  a 
member  of  the  information  technology  staff 
at  a large  corporation — vice  president  of 
information  services,  data  center  manager, 
MIS  manager,  help  desk  technician,  or 
network  and  systems  operations  or 
administration  support  person. 

Boole  & Babbage  customers  are  large 
corporate  and  governmental  organizations. 
The  company  has  clients  in  manufacturing, 
commercial  banking,  insurance, 
communications,  retailing,  transportation, 
utilities,  health  care  and  education,  as  well 
as  federal,  state  and  local  government. 

Geographic  Markets 

Approximately  37%  of  Boole  & Babbage’s 
fiscal  1995  revenue  was  derived  from  the 


U.S.  and  Canada,  and  the  remaining  63% 
from  international  sources.  A three-year 
geographic  source  of  revenue  summarj^  is 
shown  below. 

• Domestic  software  licensing  increased 
6.6%  during  fiscal  1995,  compared  to  8.8% 
in  fiscal  1994.  This  increase  is  credited  to 
strong  growth  from  the  telesales  group, 
partially  offset  by  a flat  year  for  the  field 
sales  force. 

• International  revenue  increased  33%  in 
fiscal  1995,  compared  to  28%  in  fiscal 
1994.  The  increase  is  attributed  to  strong 
growth  in  South  America  and  favorable 
exchange  rates. 


Boole  & Babbage,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. and  Canada 

$56.7 

37% 

$54.4 

41% 

$53.9 

46% 

Europe 

74.2 

48% 

61.0 

46% 

54.2 

46% 

Other 

23.5 

15% 

16.4 

13% 

10.1 

8% 

Total 

$154.4 

100% 

$131.8 

100% 

$118.2 

100% 

Acquisitions 

In  January  1996,  Boole  & Babbage  acquired 
Storage  Automation  Facility  (SAF)  from 
Real  Solutions  of  Bay  City  (MI). 

• Boole  & Babbage  will  market  and  support 
the  product  acquired  in  the  transaction 
through  its  Storage  Division,  under  the 
name  of  SG-Auto'*''^. 


• SG-Auto  fully  automates  the  monitoring  of 
the  storage  subsystems  and  automatically 
initiates  threshold-driven  storage 
management  procedures  based  on 
conditions  in  the  storage  subsystem  in 
addition  to  time. 

Employees 

As  of  December  31,  1995,  Boole  & Babbage 
had  754  employees.  As  of  March  1996,  the 
company  had  769  employees,  including  447 
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in  North  America,  and  322  in  foreign 
countries. 

Key  Products  and  Services 

Boole  & Babbage  currently  markets  more 
than  40  proprietary  and  third-party  systems 
software  products  that  span  the  entire 
computing  enterprise.  The  company’s 
automated  enterprise  management  products 
are  offered  in  four  categories — the 
COMMAND/Post  product  family,  Ensign^'^, 
the  MainView  systems  management  line  of 
products  and  Storage  Management  and 
Automation  products. 

COMMAND/Post  Product  Family 

COMMAND/Post  is  an  enterprise-wide 
management  system  for  complex 
heterogeneous  environments.  It  integrates, 
consolidates  and  simplifies  system  and 
network  operations  control  of  applications, 
host,  WAN,  LAN,  voice,  supercomputer,  and 
minicomputer  into  a central  point  of  control. 

• COMMAND/Post  is  a graphical, 
chent/server  software  package  that  runs  on 
UNIX-based  Sun  Microsystems 
workstations.  It  works  with  Hewlett- 
Packard’s  OpenView,  IBM  SystemView, 
and  Sun  Microsystems’  Solstice,  and  runs 
on  IBM  RS/6000  platforms. 

• COMMAND/Post  options  include; 

- PhonePoint — extends  the 
operations/Help  Desk  to  any  touchtone 
phone 

- COMMAND/Post  connect  MVS— for  full 
alert  management,  outboard  console 
emulation  and  automation  of  MVS 
systems 

- COMMAND/Post  connect  Ensign — 
combines  Ensign  with  the 
COMMAND/Post  central  point  of  control. 


adding  alert  management,  system 
administration,  and  localized  automation 
of  UNIX,  Novell  NetWare  and  Windows 
NT  systems 

• When  used  in  conjunction  with 
autoCOMMAND^'^  automation  facihties, 
COMMAND/Post  automatically  pinpoints 
and  solves  network  problems  such  as  node 
failure  or  the  rerouting  of  data  over  a less 
congested  path. 

COMMAND/Post  PinPoint  displays  system, 
network  and  apphcation  alert  messages  on 
any  network-attached  Windows-based 
desktop  in  the  enterprise  to  give  other 
divisions  in  IS  a view  of  systems  status. 

Ensign 

Ensign  provides  event  management  and 
systems  administration  for  distributed, 
heterogeneous  chent/server  computer 
networks. 

• Like  COMMAND/Post,  Ensign  also  uses  a 
distributed  customizable  console  to 
integrate  alert  and  system  administration 
functions.  From  the  console,  users  can 
identify  problems  and  apply  corrective 
actions.  Through  an  integration  toolkit, 
the  console  can  also  be  used  to  launch  and 
provide  event  management  for  third  party 
applications,  including  software 
distribution,  scheduling  and  trouble 
ticketing,  as  well  as  customers’  native 
applications. 

• Using  intelligent  agents,  Ensign  brings 
automation  to  13  different  versions  of 
UNIX,  as  well  as  Novell  NetWare  and 
Windows  NT  servers,  expanding  its  reach 
to  the  majority  of  chent/server 
environments  in  operation  today.  Agents 
can  capture  alarms  from  these  three 
different  environments  and  forward  them 
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to  the  Ensign  console,  as  well  as 
COMMAND/Post.  HP  OpenView,  IBM 
SystemView  and  Sun  SunNet  Manager. 
Through  automation,  Ensign  can  also 
respond  to  critical  alerts  by  notifying 
appropriate  staff  through  automatic 
E-mailing  or  paging. 

MainView  Syste?ns  Management  Products 

MainView  is  the  Boole  & Babbage  product 
family  for  performance  monitoring 
management  and  automation  in  MVS 
systems.  MainView  includes  Boole  & 
Babbage  systems  management  software  for 
IBM  MVS,  IMS,  DB2,  CICS,  and  DBCTL 
operating  systems. 

With  MainView  for  MVS  software  products, 
users  can  maximize  system  availability  and 
speed  up  application  response  times  in  their 
IBM  MVS  mainframe  systems 
environments. 

• MV  MANAGER'^  ^ for  MVS  tracks  system 
performance  for  MVS/XA,  MVS/ESA  and 
Parallel  Sysplex  environments. 

• AutoOPERATOR^"^  for  MVS  automatically 
generates  alerts  to  notify  systems 
managers  of  system  troubles.  It  also 
contains  built-in  solutions  to  solve  common 
system  problems  such  as  system  failure. 

• MainView  Vistapoint  provides  a 
panoramic  view  of  application  service 
levels  across  multiple  subsystems  on  the 
same  or  different  hosts. 

• MainView  for  MQSeri.es  provides 
performance  and  automation  of  IBM 
MQSeries  messaging  middleware  to 
increase  availability. 

• InTune  provides  an  interactive  view  of  the 
internal  performance  of  MVS  applications 
to  pinpoint  program  delays. 


MainView  products  for  IMS,  DB2,  CICS,  and 
DBCTL  are  as  follows: 

• MainView  for  IMS 

• MainView  for  DB2 

• MainView  for  CICS 

• MainView  for  DBCTL 

The  MainView  product  hne  architecture  is 
based  on  BBI,  a systems  management 
architecture  that  allows  MainView  products 
to  manage  service  levels  for  applications 
executing  in  a distributed  environment. 

• MainView  complements  two  emerging 
standards  for  systems  management 
software:  IBM's  SystemView  and  the 
Open  Software  Foundation’s  Distributed 
Management  Environment  (DME).  Boole 
& Babbage  is  committed  to  developing 
MainView  products  that  conform  to 
SystemView. 

Boole  & Babbage  also  markets  various  third- 
party  products  that  complement  the 
MainView  product  line  for  comprehensive 
data  center  management.  Companies  that 
provide  products  for  the  European  and 
international  markets  include  Diversified 
Software  Systems,  4th  Dimension  Software, 
Simware  and  Tone  Software. 

Storage  Management  and  Automation 
Products 

The  Boole  & Babbage  Storage  Division, 
previously  known  as  EMPACT  Software, 
develops  storage  automation  products  that 
fine-tune  and  optimize  storage  use. 

As  IBM's  Storage  Management  Subsystem 
(SMS)  technology  emerges  as  the  new  data- 
storage standard,  Boole  & Babbage  offers  a 
family  of  automated  storage  products  for  this 
environment  called  ProSMS’*''^. 
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• ProSMS  automates  the  tedious  manual 
tasks  of  converting  storage  formats,  doing 
data  backups  and  allocating  storage  space. 
It  views  SMS  as  another  subsystem,  such 
as  CICS. 

• ProSMS  products  include 
StorageGUAED^''^  for  storage 
management,  EasySMS^'^  for  converting 
and  enhancing  disk  formats,  EasyPOOL 
for  standards  compliance,  StopX37/II^'^  for 
dynamic  recovery  and  HIPER-CACHE^'^ 
and  page-manager'^^  for  disk 
performance  optimization. 

• ProSMS  Version  3.4,  released  in  August 
1995,  features  more  than  a dozen  new 
interactive  on-hne  reports  and  corrective 
commands  for  simplified  management  and 
increased  efficiency  of  DFHSM. 

Boole  & Babbage  has  exclusive  distribution 
rights  to  Emprise  Software  Staged,  a 
solution  for  centralized  backup  storage  for 
distributed  systems.  It  works  with  existing 
LAN  backup  tools  and  transfers  the  backed- 
up  data  to  a mainframe  for  storage  and 
management  through  hierarchical  tools. 

In  November  1995,  the  company  released 
Staged  for  the  Microsoft  Windows  NT 
operating  system,  offering  an  enterprise, 
LAN-to-mainframe  backup  solution.  Staged 
for  NT  is  the  only  NT-native  solution 
currently  available. 

Software  Support  and  Other 
The  company  offers  product  maintenance, 
which  includes  enhancement  and  updating 
of  product  capabilities  to  accommodate 
changes  in  a customer’s  hardware  and 
software. 

• One  year  of  maintenance  is  included  in  all 
of  the  company’s  hcenses. 


• Thereafter,  optional  maintenance  renewals 
are  available  annually  for  15%  to  20%  of 
the  current  product  price. 

Boole  & Babbage  Computer  Services 
provides  utility  processing  to  customers  from 
its  data  center  in  San  Jose. 

Clients 

Boole  & Babbage  products  are  targeted  to 
user  organizations  running  large,  mixed- 
vendor  networks.  Typically,  a Boole  & 
Babbage  user  is  a member  of  the  information 
staff  at  a large  corporation — an  MIS 
manager,  a help  desk  technician  or  a 
network  and  systems  operator  or 
administrative  support  person. 

Boole  & Babbage  serves  more  than  5,000 
customers  from  a variety  of  industries 
worldwide.  Among  Boole  & Babbage 
customers  are  American  Airhnes,  Alcatel, 
Amoco,  AT&T,  Banc  One,  Barclay’s,  Boeing, 
Browning-Ferris  Industries,  Chrysler 
Corporation,  CITGO  Petroleum,  Home 
Depot,  Metropolitan  Life,  Motorola 
Incorporated,  Pacific  Bell,  Salomon 
Brothers,  Shell  Oil,  Sprint,  Stone  Container 
Corporation,  Traveler’s  Insurance  and  Wells 
Fargo. 

Marketing  and  Sales 

The  company  sells  its  products  domestically 
through  its  own  distribution  division,  Boole 
& Babbage  North  America.  In  Europe,  the 
company’s  products  are  sold  through  its 
European  subsidiary,  Boole  & Babbage 
Europe.  Boole  & Babbage  International 
markets  products  in  the  Pacific  Rim.  Ensign 
is  sold  through  the  VAR  channel. 

Boole  & Babbage  also  has  distributors  in 
Latin  America,  Asia,  and  the  Middle  East. 
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Alliances 

To  ensure  that  Boole  & Babbage  benefits  by 
cooperation  with  leaders  in  the  industry,  the 
company  has  implemented  several  types  of 
relationships. 

De  ve  lop  ineiit  Pa  rt  tier  ships 

Boole  & Babbage  is  working  with  IBM  to 
develop  on-line  transaction  processing 
management  systems  and  software  for 
parallel  processing. 

Boole  & Babbage’s  BBI  technology  is  at  the 
core  of  the  IBM  CICSPlex  System 
Manager/ESA  (CICSPlex  SM).  CICSPlex 
SM,  which  is  aimed  at  managing  complex 
collections  of  CICS  systems,  is  the  initial 
outcome  of  a three-year  joint  development 
agreement  between  Boole  & Babbage  and 
the  IBM  Hursely  Laboratory  (U.K.). 

Boole  & Babbage  entered  into  a joint 
venture  to  form  a subsidiary  company  called 
Joint  Systems  Technologies  (JST),  with 
offices  in  Tokyo  and  Osaka. 

Marketing  Partnerships 

Boole  & Babbage  has  several  agreements 
relative  to  its  COMMAND/Pf>ST  product 
family,  including  an  OEM  agreement  with 
Hewlett-Packard  for  distribution  of  HP 
OpenView  Network  Node  Manager  in 
conjunction  with  COMMAND/Post. 

Boole  & Babbage  has  a distribution 
agreement  with  Shany,  Inc.  that  allows 
Boole  & Babbage  to  offer  Alert  VIEW  to  its 
customers.  Alert  VIEW  is  a network 
application  management  program  that 
monitors  PC  LAN  applications  and  provides 
alerts,  automated  responses  and  automated 
problem  prevention  for  DOS,  Windows  and 
OS/2  workstations  connected  to  NetWare, 
LAN  Manager  and  LAN  Server.  When  used 


together.  Alert  VIEW  will  forward  LAN 
application  events  to  COMMAND/Post. 

The  company  also  has  an  agreement  with 
JBM  Electronics  to  distribute  protocol 
converters  that  allow  console  connectivity, 
emulation  and  automation  of  the  full  hne  of 
Unisys  mainframe  processors  using 
COMMAND/Post. 

In  addition,  EMPACT  Software,  the  Storage 
Automation  Division  of  Boole  & Babbage, 
has  partnered  with  IBM  to  help  data  centers 
achieve  automated  storage  management 
through  IBM’s  Data  Facihty  Storage 
Management  Subsystem  (DFSMS)  platform. 

The  Federal  Government  Program  is  a 
sharply  focused  distribution  channel  attuned 
to  the  needs  of  IS  managers  within  federal 
bureaus  and  departments. 

The  Business  Partners  Program  charter  is  to 
develop  a new  VAR  channel  for  the 
company's  chent/server  products  for  event 
management  of  distributed  UNIX.  Novell 
NetWare  and  Windows  NT  environments,  as 
well  as  to  initiate  new  systems  integrator 
partnerships. 

In  addition,  the  company  has  partners  in  the 
following  applications  areas  their  solutions 
address  when  used  in  combination  with 
Boole  & Babbage  products: 

F rameworks — Hewlett-Packard  (OpenView), 
IBM  (SystemView),  Sun  Microsystems 
(Solaris) 

Help  Desk — Remedy  Corp.  (Action  Request 
System,  help  desk/trouble  ticketing), 
Help/Systems  (ROBOT  products,  automated 
AS/400  management).  Answer  Systems 
(Apriori.  help  desk/problem  resolution, 
support  management),  Quintus  (HelpQ, 
trouble  ticketing),  Texas  Digital  (QuickCOM, 
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visual  message  alert  system),  and  Peregrine 
ServiceCenter 

Ensign  Synergy — OCS,  Tangram  Enterprise 
Solutions,  Inc.,  Remedy  Corp. 

Supplier  Relationships 

Boole  & Babbage  uses  systems  from  various 
vendors  to  build  its  client/server 
management  products,  including  those  of 
Sybase  and  Sun  Microsystems. 

Competition 

Mainframe  software  competitors  include 
Candle  Corporation,  and  Landmark. 

COMMAND/Post  competitors  are  MAXM 
and  OSI. 

Ensign  competitors  include  Computer 
Associates  (CA  Unicenter  for  UNIX), 
OpenVision  and  Tivoli. 


INPUT  Assessment 

Boole  & Babbage  is  weU  positioned  with  a 
breadth  of  product  offerings  in  one  of  the 
strong  growth  areas  for  systems  software — 
systems  management  software. 

Boole  & Babbage’s  key  strength  is  offering 
systems  software  products  that  effectively 
manage  the  volatihty  of  mission-critical 
applications  across  multiple  platforms. 

In  addition,  Boole  and  Babbage’s  products 
can  touch  every  element  of  the  enterprise, 
providing  a focal  point  for  management  of 
the  distributed  enterprise  from  mainframe 
to  desktop. 

Challenges  for  the  company  include: 

• Growing  nontraditional  mainframe 
product  revenue  (client/server  and  parallel 
processor)  as  quickly  as  possible 

• Building  a VAR  channel  to  sell  Ensign  as  a 
stand  alone  product 
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Status:  Public 

Employees:  669  (3/31/94) 

Revenue:  $ 118,245,000 

Fiscal  Year  End:  9/30/93 


Key  Points 

• Boole  & Babbage  is  a leader  in  enterprise 
automation  software  for  distributed  systems. 
The  company  is  committed  to  supporting  open 
systems  and  the  growing  client/server  market  to 
help  IS  organizations  reduce  costs  and  increase 
systems  availability. 

• COMMAND/Post™,  the  company's  flagship 
enterprise  management  product,  provides  a 
single  point-of-control  for  mainframe,  UNIX, 
SNMP  and  legacy  computing  resources. 


• In  April  1994,  Boole  & Babbage  acquired 
Sysnet  a.s.,  extending  the  company's  systems 
administration  capabilities  for  UNIX  systems 
and  other  distributed  client/server 
environments. 

• The  company  also  continues  to  define  its 
leadership  role  in  the  large  systems  arena  with 
its  Parallel  Sysplex-ready  offerings  based  on  its 
BBI™-3  distributed  systems  architecture. 

• In  September  1993,  the  company  consolidated 
five  separate  locations  in  Sunnyvale  (CA)  by 
moving  into  a single  new  facility  in  north  San 
Jose  (CA). 
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Company  Description 

Boole  & Babbage,  founded  in  1967,  provides 
systems  software  solutions  for  help  desk, 
automation,  network  administration,  operations, 
system  administration  and  storage  management. 

In  addition  to  its  proprietary  products,  the 
company  also  distributes  certain  third-party 
products  that  complement  its  software  product 
line  and  provides  consulting  and  processing 
services. 

The  company  has  more  than  12,500  products 
installed  at  more  than  5,000  sites  worldwide. 

Structure  and  Organization 

Boole  & Babbage  automated  enterprise 
management  products  are  split  into  four 
categories— the  COMMAND/Post  product  family, 
the  Sysnet™  product  family,  the  MainView™ 
systems  management  line  of  products  and  Storage 
Management  and  Automation  products 
(developed  and  supported  through  the  Boole  & 
Babbage  EMPACT  Software  Storage 
Automation  Division). 

Boole  & Babbage  Computer  Services  is  a 
subsidiary  that  provides  utility  processing 
services. 

North  American  offices  are  in  Atlanta  (GA), 
Chicago  (IL),  Dallas  (TX),  Los  Angeles  and  San 
Francisco  (CA),  New  York  (NY),  O'Fallon  (RI), 
Saddle  Brook  (NJ),  Toronto  (Canada)  and 
Washington,  D.C. 

Boole  & Babbage  Europe,  the  company's 
European  subsidiary,  has  offices  in  Austria, 
Belgium,  Finland,  France,  Germany,  Ireland, 

Italy,  Norway,  Spain,  Sweden,  Switzerland,  the 
Netherlands  and  the  U.K. 

Boole  & Babbage  International  is  a subsidiary 
based  in  Australia  and  Japan  that  markets  and 


supports  the  company's  products  in  the  Pacific 
Rim. 

Representative  offices  are  in  Bangkok,  Buenos 
Aires,  Caracas,  Guayaquil,  Hong  Kong,  Kuala 
Lumpur,  Lima,  Mexico  City,  Rio  de  Janeiro, 
Santiago,  Sao  Paulo,  Seoul,  Singapore  and  Tel 
Aviv. 

Company  Strategy 

The  Boole  & Babbage  mission  is  to  help 
customers  increase  availability  in  their 
organizations  by  managing  systems  for  all  types 
of  computers  and  communications.  The 
company's  strategy  is  to  provide  enterprisewide 
management  products  that  automate  the  task  of 
monitoring,  administering,  diagnosing  and 
correcting  problems  in  the  entire  enterprise — 
from  the  mainframe  to  client/server  workstations, 
including  storage  management. 

Boole  & Babbage  has  made  its  UNIX-based 
COMMAND/Post  product  line  the  keystone  of 
its  strategy  for  addressing  the  client/server 
market.  The  COMMAND/Post  open 
architecture  provides  the  ability  to  have  two-way 
communications  with  virtually  any  device  in  the 
enterprise  computing  environment. 

Boole  & Babbage  is  also  committed  to  making 
automation  easier  for  its  clients  through  product 
design  and  standardizing  on  the  REXX  language 
for  automation  scripts.  Scripts  for  the 
COMMAND/Post  family  of  products  are  based 
on  REXX. 

In  support  of  possible  future  migrations  to 
parallel  processors,  Boole  & Babbage  is 
delivering  a systems  management  architecture 
that  can  deal  with  existing  machines  and  the  new 
parallel  processors. 
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• Boole  & Babbage  has  announced  that  all  its 
MainView  and  ProSMS™  systems 
management  products  will  support  IBM  Parallel 
Sysplex  Architecture  offerings.  In  addition, 
MainView  products  will  support  the 
participating  transaction  products  in  IBM's  new 
Parallel  Sysplex  environment. 


• Boole  & Babbage  "plex-ready"  products 
include  MV  MANAGER™  for  MVS  and 
CMF*^  MONITOR,  which  are  built  on  the 
Boole  & Babbage  Intercommunication  Facility, 
Level  3 (BBI-3)  architecture  in  use  at  more 
than  1,000  customer  sites.  BBI-3  technology 


provides  the  strategic  advantage  of  Single 
System  Image,  which  allows  users  to  treat  and 
manage  a collection  of  parallel  systems  and 
subsystems  as  if  they  were  a single  entity. 

Financials 

Fiscal  1993  revenue  reached  $118.2  million,  a 7% 
increase  over  fiscal  1992  revenue  of  $1 10.5 
million.  Net  income  rose  64%,  from  $5.6  million 
in  fiscal  1992  to  $9.2  million  in  fiscal  1993.  A 
five-year  financial  summary  follows: 


Boole  & Babbage,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/93 

9/92 

9/91 

9/90 

9/89 

Revenue  (a) 

• Percent  change  from 

$118.2 

$110.5 

$100.8 

$92.0 

$76.2 

previous  year 

7% 

10% 

10% 

10% 

33% 

Income  (loss)  before  taxes 

$11.2 

$7.7 

$(10.6) 

$3.7 

$5.9 

• Percent  change  from 

(b) 

previous  year 

45% 

173% 

(386%) 

(37%) 

(17%) 

Net  income  (loss) 

• Percent  change  from 

$9.2 

$5.6 

$(1 1 .0) 

%2.8 

$4.3 

previous  year 

64% 

151% 

(493%) 

(35%) 

(33%) 

Earnings  (loss)  per  share 
• Percent  change  from 

$1.90 

$1.25 

$(2.83) 

$0.72 

$1.15 

previous  year 

34% 

144% 

(493%) 

(37%) 

(39%) 

(a)  Revenues  prior  to  fiscal  1992  have  been  restated  to  reflect  reclassifications  of  sales  through  marketing 


agents. 

(b)  Includes  restructuring  and  other  expenses  of  $8. 7 million. 
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Revenue  Analysis  by  Product  Line: 

Approximately  46%  of  Boole  & Babbage 
fiscal  1993  revenue  was  derived  from 


systems  software  product  licenses,  51%  from 
software  maintenance,  and  3%  from 
consulting  and  processing  services.  A three- 
year  summary  of  source  of  revenue  follows: 


Boole  & Babbage,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/93 

9/92 

9/91 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Product  licensing 

$53.9 

46% 

$52.1 

47% 

$44.6 

44% 

Maintenance  contracts 

60.7 

51% 

54.7 

50% 

50.6 

50% 

Services  and  other 

3.6 

3% 

3.7 

3% 

5.6 

6% 

Total 

$118.2 

100% 

$110.5 

100% 

$100.8 

100% 

Boole  & Babbage  attributes  fiscal  1993 
results  to  the  following; 

• Domestic  software  licensing  increased 
5.8%  during  1993  compared  to  4.7%  in 
1992,  whereas  international  licensing 
increased  only  2%  in  1993,  compared  to 
26%  in  1992.  The  change  in  1993  is  due 
to  both  the  poor  economic  conditions  in 
Europe  as  well  as  the  impact  of  less 
favorable  currency  rates.  The  increase  in 
domestic  sales  results  from  a more  efficient 
and  focused  sales  effort  in  North  America 
as  well  as  increased  marketing  efforts. 


Interim  Results — Revenue  for  the  six  months 
ending  March  31,  1994  reached  $63.1 
million,  a 17%  increase  over  $57.9  million 
for  the  same  period  in  1993.  Net  income 
was  nearly  $5.1  million,  compared  to  $3.9 
million  for  the  same  period  a year  ago. 
Besides  strong  performance  in  its  traditional 
markets,  client/server  products  showed  98% 
growth  so  far  this  year. 

Market  Financials 

Boole  & Babbage  products  are  aimed  at  user 
organizations  running  large,  mixed-vendor 
networks. 


• Maintenance  revenue  increased  nearly  1 1% 
during  1993  due  mainly  to  increased 
product  licensing  in  previous  years 
combined  with  high  renewal  rates. 

• Computer  services,  educational  services 
and  other  revenues  decreased  2.5% 
primarily  due  to  a phase-out  of  royalty 
revenue  from  sales  of  a third-party 
product. 


The  typical  Boole  & Babbage  user  is  a 
member  of  the  information  technology  staff 
at  a large  corporation— an  MIS  manager,  a 
help  desk  technician  or  a network  and 
systems  operations  or  administration  support 
person. 

Boole  & Babbage  customers  are  large 
corporate  and  governmental  organizations. 
The  company  has  clients  in  manufacturing, 
commercial  banking,  insurance. 
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communications,  retailing,  transportation, 
utilities,  health  care  and  education,  as  well  as 
federal,  state  and  local  government. 


Geographic  Markets 

Approximately  46%  of  Boole  & Babbage's 
fiscal  1993  revenue  was  derived  from  the 
U.S.  and  the  remainder  from  international 
sources.  A three-year  summary  of  source  of 
revenue  follows: 


Boole  & Babbage,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/93 

9/92 

9/91 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$53.9 

46% 

$54.1 

49% 

$52.0 

52% 

Western  Europe  and  other 

64.3 

54% 

56.4 

51% 

48.8 

48% 

Sales  to  affiliates 

12.1 

10% 

12.8 

12% 

13.1 

13% 

Eliminations  (a) 

(12.1) 

(10%) 

(12.8) 

(12%) 

(13.1) 

(13%) 

Total 

$118.2 

100% 

$110.5 

100% 

$100.8 

100% 

{a)  Eliminations  represent  royalties  paid  by  Boole  & Babbage  Europe  to  Boole  & Babbage  on  the  sale  of 
products  under  an  exclusive  European  distribution  agreement. 


Acquisitions 

In  May  1994,  Boole  & Babbage's  EMPACT 
Software  Storage  Automation  Division 
signed  a letter  of  intent  to  acquire  worldwide 
distribution  rights  for  Stage3  from  Emprise 
Technologies  of  Pittsburgh  (PA).  Stage3 
provides  centralized  backup  storage  for 
distributed  systems.  It  works  with  existing 
LAN  backup  tools  and  transfers  the  backed- 
up  data  to  a mainframe  for  storage  and 
management  through  hierarchical  tools. 

In  April  1994,  Boole  & Babbage  acquired 
the  assets  of  Sysnet  a.s.  of  Oslo  (Norway) 
for  $4. 1 million  in  cash  plus  additional 
payments  based  on  product  performance. 

The  acquisition  will  be  accounted  for  as  a 
purchase. 

• Sysnet  provides  system  administration 
software  for  UNIX  systems  and  other 

Boole  & Babbage,  Inc. 
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distributed  client/server  systems.  Its 
products  are  installed  on  more  than  600 
client/server  systems  throughout 
Scandinavia. 

• The  operations  of  Sysnet  have  been 
merged  into  Boole  & Babbage. 

In  December  1992,  Boole  & Babbage 
acquired  the  rights  to  certain  software 
products  and  related  items  from  Goldfield 
Computers  Limited  for  approximately  $3.6 
million.  Products  acquired  included  the 
ProSMS  line  of  automated  storage  products. 

In  February  1990,  Boole  & Babbage 
purchased  network  management 
software  vendor,  Avant-Garde  Computing, 
Inc.  of  Mount  Laurel  (NJ),  for  $5.3  million. 
The  technology  and  products  acquired  with 
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Avant-Garde  are  the  basis  for  the  Boole  & 
Babbage  COMMAND/Post  product  family. 

In  December  1988,  the  company  acquired 
Mission  Computer  Services,  Inc.  of 
Sunnyvale  (CA)  for  $390,000  in  cash  and  a 
promissory  note  of  $600,000  contingent  on 
future  performance.  Mission  Computer 
Services,  a provider  of  mainframe  computing 
services,  now  operates  as  Boole  & Babbage 
Computer  Services. 


system  and  network  alerts  from  various 
nodes  and  management  stations  in  the 
enterprise,  providing  the  ability  to  view  the 
entire  network  from  a single  console. 

• COMMAND/Post  is  a graphical, 
client/server  software  package  that  runs  on 
UNIX-based  Sun  Microsystems 
workstations.  It  can  work  with  Hewlett- 
Packard's  Open  View  and  will  soon  run  on 
IBM  RS/6000  platforms. 


In  December  1988,  the  company  acquired 
Elan  Software  Products,  Inc.  of  San  Jose 
(CA)  for  $550,000  in  cash  and  a promissory 
note  of  $450,000.  Elan  produces  systems 
that  run  operations  automation  software  on  a 
PC-based  outboard  processor. 

Employees 

As  of  November  30,  1993,  Boole  & Babbage 
had  653  employees.  As  of  March  31,  1994, 
the  company  had  669  employees,  including 
452  in  the  U.S.  and  217  in  foreign  countries. 

Key  Products  and  Services 

Boole  & Babbage  currently  markets  more 
than  40  proprietary  and  third-party  systems 
software  products  that  span  the  entire 
computing  enterprise.  The  products  are 
offered  in  four  categories—the 
COMMAND/Post  product  family,  the 
Sysnet  product  family,  the  MainView 
systems  management  line  of  products  and 
Storage  Management  and  Automation 
products. 

COMMAND/Post  Product  Family: 

COMMAND/Post  provides  a common 
management  platform  for  UNIX,  SNMP, 
mainframe  and  legacy  environments, 
including  multivendor,  multiprotocol 
computer  networks.  The  software  unifies 


• Currently,  customers  monitor  more  than 
200  different  types  of  computers, 
workstations,  local-area  networks  and 
communications  devices  using 
COMMAND/Post. 

AutoCOMMAND™  runs  on  top  of 
COMMAND/Post  to  pinpoint  and  solve 
network  problems  such  as  node  failures  or 
the  rerouting  of  data  over  a less-congested 
path. 

Sysnet  Products: 

The  Sysnet  product  family  supports  the 
central  administration  of  distributed, 
heterogeneous  client/server  computer 
networks. 

• Like  COMMAND/Post,  Sysnet  has  a 
client/server  architecture  and  a MOTIF- 
based  graphical  user  interface  and  uses  the 
same  technology  to  handle  messages. 

• Sysnet  brings  automation  to  client/server 
system  administration  and  offers 
integration  with  COMMAND/Post  and 
network  management  software  products 
such  as  HP  OpenView  and  IBM  Net  View. 
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• Sysnet  responds  to  alarms  and  alerts  in  the 
network  and  automatically  responds  or 
issues  alarms  to  appropriate  staff. 

• The  Sysnet  product  line  includes  two 
individual  base  products.  Central  Manager 
permits  the  central  administration  of 
several  different  machines  in  a network. 
Local  Manager  provides  systems 
administration  and  control  of  the  computer 
on  which  it  is  running.  The  products 
function  individually  but  can  be  used 
together  to  manage  distributed 
client/server  platforms.  Both  products 
offer  a range  of  administration  tasks, 
including  security,  backup  and  recovery, 
reporting  and  user/printer/terminal/file 
administration. 

• Sysnet  currently  supports  13  versions  of 
UNIX.  Netware  and  Windows  NT 
support  are  planned. 

MainView  Systems  Management  Products: 

MainView  is  the  Boole  & Babbage 
enterprise  management  architecture  that 
automates  and  integrates  systems 
management.  MainView  includes  Boole  & 
Babbage  systems  management  software  for 
IBM  MVS,  CICS,  IMS  and  DB2  operating 
systems. 

With  MainView  for  MVS  software  products, 
users  can  maximize  system  availability  and 
speed  up  application  response  times  in  their 
IBM  MVS  mainframe  systems  environments. 

• MV  MANAGER™ /or  MKS  tracks  system 
performance  for  MVS/XA,  MVS/ESA  and 
Parallel  Sysplex  environments. 

• AutoOPERATOR™  for  A^fVS 
automatically  generates  alerts  to  notify 

Boole  & Babbage,  Inc. 
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systems  managers  of  system  troubles.  It 
also  contains  built-in  solutions  to  solve 
common  system  problems,  such  as  system 
failure. 

Boole  & Babbage  also  offers  MainView 
products  for  IMS,  CICS  and  DB2  as 
follows; 

• MainView  for  IMS 

• MainView  for  DB2 

• MainView  for  CICS 

The  MainView  product  line  architecture  is 
based  on  BBI,  a systems  management 
architecture  that  allows  MainView  products 
to  manage  service  levels  for  applications 
executing  in  a distributed  environment. 

• MainView  complements  two  emerging 
standards  for  systems  management 
software;  IBM's  SystemView  and  the 
Open  Software  Foundation's  Distributed 
Management  Environment  (DME).  Boole 
&.  Babbage  is  committed  to  developing 
MainView  products  that  conform  to 
SystemView. 

• Version  3 (BBI-3)  represents  the 
equivalent  of  some  75  years  of 
development  and  incorporates 
client/server,  relational  and  object-oriented 
technologies  and  is  designed  to  conform  to 
management  frameworks  such  as  System 
View  and  DME. 

Boole  & Babbage  also  markets  various  third- 
party  products  that  complement  the 
MainView  product  line  for  comprehensive 
data  center  management.  Companies  that 
provide  products  for  the  European  and 
international  markets  include  Diversified 
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Software  Systems,  4th  Dimension  Software, 
Simware  and  Tone  Software. 

Storage  Management  and  Automation 
Products: 

The  Boole  & Babbage  EMPACT  Software 
Storage  Automation  Division  develops 
storage  automation  products  that  fine-tune 
and  optimize  storage  use. 


product  capabilities  to  accommodate 
changes  in  a customer's  hardware  and 
software. 

• One  year  of  maintenance  is  included  in  all 
of  the  company's  licenses. 

• Thereafter,  optional  maintenance  renewals 
are  available  annually  for  1 5%  to  20%  of 
the  current  product  price. 


As  IBM's  Storage  Management  Subsystem 
(SMS)  technology  emerges  as  the  new  data- 
storage standard,  Boole  & Babbage  offers  a 
family  of  automated  storage  products  for  this 
environment  called  ProSMS. 

• ProSMS  automates  the  tedious  manual 
tasks  of  converting  storage  formats,  data 
backups  and  allocating  storage  space.  It 
views  SMS  as  another  subsystem,  such  as 
CICS. 

• ProSMS  products  include 
StorageGUARD™  for  storage 
management,  EasySMS™  for  converting 
and  enhancing  disk  formats,  EasyPOOL™ 
for  standards  compliance,  StopX37/IF^' 
for  dynamic  recovery  and  HIPER- 

CACHETM  and  PAGE-MANAGER^m  fop 

disk  performance  optimization. 

Boole  & Babbage  recently  acquired 
exclusive  distribution  rights  to  Stage3,  a 
solution  for  centralized  backup  storage  for 
distributed  systems.  It  works  with  existing 
LAN  backup  tools  and  transfers  the  backed- 
up  data  to  a mainframe  for  storage  and 
management  through  hierarchical  tools. 

Software  Support  and  Other: 

The  company  offers  product  maintenance, 
which  includes  enhancement  and  updating  of 


Boole  & Babbage  Computer  Services 
provides  utility  processing  to  approximately 
60  customers  from  a data  center  in  San  Jose. 

Clients 

Boole  & Babbage  serves  more  than  10,000 
customers  from  a variety  of  industries 
worldwide.  Among  Boole  & Babbage 
customers  are  Alaska  Airlines,  Alcatel, 

Association  Tripartite  Bourses,  Banc  One, 
Browning-Ferris  Industries,  Chrysler 
Corporation,  CITGO  Petroleum,  Home 
Depot,  Long  Island  Lighting  Co., 

Metropolitan  Life,  Motorola  Incorporated, 

Pacific  Bell,  R&I  Bank,  Salomon  Brothers, 

Shell  Oil,  Stone  Container  Corporation  and 
Traveler's  Insurance. 

Marketing  and  Sales 

The  company  sells  its  products  domestically 
through  its  own  distribution  division,  Boole 
& Babbage  North  America.  In  Europe  the 
company's  products  are  sold  through  its 
European  subsidiary,  Boole  & Babbage 
Europe.  Boole  & Babbage  International 
markets  products  in  the  Pacific  Rim. 

Boole  & Babbage  also  has  independent 
marketing  agents  serving  international 
markets  outside  North  America  and  Europe. 

<3 
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Alliances 

To  ensure  that  Boole  & Babbage  benefits  by 
cooperation  with  leaders  in  the  industry,  the 
company  has  implemented  several  types  of 
relationships. 

Development  Partnerships: 

Boole  & Babbage  is  working  with  IBM  to 
develop  on-line  transaction  processing 
management  systems  and  software  for 
parallel  processing. 

Boole  & Babbage's  BBI-3  technology  is  at 
the  core  of  the  IBM  CICSPlex  System 
Manager/ESA  (CICSPlex  SM)  announced  in 
February  1994.  CICSPlex  SM,  which  is 
aimed  at  managing  complex  collections  of 
CICS  systems,  is  the  initial  outcome  of  a 
three-year  joint  development  agreement 
between  Boole  & Babbage  and  the  IBM 
Hursely  Laboratory  (U.K.). 

Marketing  Partnerships: 

Boole  & Babbage  recently  announced 
several  agreements  relative  to  its 
COMMAND/Post  product  family.  Boole  & 
Babbage  has  an  OEM  agreement  with 
Hewlett-Packard  for  distribution  of  HP 
OpenView  Network  Node  Manager  in 
conjunction  with  COMMAND/Post. 

Boole  & Babbage  has  a distribution 
agreement  with  Shany,  Inc.  that  allows 
Boole  & Babbage  to  offer  Alert  VIEW  to  its 
customers.  Alert  VIEW  is  a network 
application  management  program  that 
monitors  PC  LAN  applications  and  provides 
alerts,  automated  responses  and  automated 
problem  prevention  for  DOS,  Windows  and 
OS/2  workstations  connected  to  NetWare, 
LAN  Manager  and  LAN  Server.  When  used 


together.  Alert  VIEW  will  forward  LAN 
application  events  to  COMMAND/Post. 

The  company  also  has  an  agreement  with 
IBM  Electronics  to  distribute  protocol 
converters  that  allow  console  connectivity, 
emulation  and  automation  of  the  full  line  of 
Unisys  mainframe  processors  using 
COMMAND/Post. 

In  addition,  EMPACT  Software,  the  Storage 
Automation  Division  of  Boole  & Babbage, 
has  partnered  with  IBM  to  help  data  centers 
achieve  automated  storage  management 
through  IBM's  Data  Facility  Storage 
Management  Subsystem  (DFSMS)  platform. 

Supplier  Relationships:  - 

Boole  & Babbage  uses  systems  from  various 
vendors  to  build  its  client/server  management 
products,  including  Sybase  and  Sun 
Microsystems. 

Competition 

Mainframe  software  competitors  include 
Candle  Corporation,  Landmark  and 
LEGENT. 

Sysnet  competitors  include  Computer 
Associates  (CA  UNICENTER  for  UNIX), 
OpenVision  and  Tivoli. 

INPUT  Assessment 

Boole  & Babbage  is  well-positioned  with  a 
breadth  of  product  offerings  in  one  of  the 
strong  growth  areas  for  systems  software — 
systems  management  software. 

Boole  & Babbage's  key  strength  is  offering 
systems  software  products  that  effectively 
manage  the  volatility  of  mission-critical 
applications — ^across  multiple  platforms. 


Boole  & Babbage,  Inc. 
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Challenges  for  the  company  include: 

• Growing  nontraditional  mainframe  product 
revenue  (client/server  and  parallel 
processor)  as  fast  as  possible.  By  1996, 
the  company  hopes  to  derive  more  than 
half  of  new  revenue  from  nontraditional 
mainframe  products. 

• With  the  increased  demand  for  distributed 
solutions,  the  company  realizes  the  need  to 
augment  its  Sysnet  product  line  with  new 
features,  including  security,  object-oriented 
interfaces  and  support  for  relational 
database  management  systems,  and  expand 
to  new  platforms,  including  Novell 
Netware  and  Windows  NT. 
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COMPANY  PROFILE 


BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Franklin  P.  Johnson,  Jr.,  Chairman 
Paul  E.  Newton,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  643  (12/91) 

Total  Revenue,  Fiscal  Year  End 
9/30/91:  $98,596,000 


The  Company 


Boole  & Babbage,  Inc.,  founded  in  1967,  provides  computer 
performance  and  operations  management  systems  software 
products  for  IBM  and  compatible  mainframes.  In  addition  to  its 
proprietary  products,  the  company  also  distributes  certain  third- 
party  products  that  complement  its  software  product  line.  Boole  & 
Babbage  also  provides  processing  services. 

In  January  1991,  Boole  & Babbage  announced  it  had  been  selected 
by  IBM  to  jointly  develop  performance  management  products  in 
support  of  future  CICS  releases.  In  June  1991,  Boole  & Babbage 
announced  that  its  development  work  conforms  to  IBM's 
SystemView. 

During  fiscal  1991,  Boole  & Babbage  recorded  charges  of  $8.7 
million  resulting  principally  from  a restructuring  of  the  company's 
operations  after  a re-evaluation  of  its  business  plan  and  strategies, 
along  with  the  assets  and  personnel  supporting  the  business 
operations. 

• The  restructuring  included  a reorganization  of  the  company's 
senior  management,  a reduction  in  workforce,  and  decisions 
refocusing  certain  strategies  and  activities. 

• The  charges  to  pretax  income  represented  severance  costs, 
certain  non-recurring  legal  costs,  writedowns  of  previously 
capitalized  software  costs,  and  other  assets. 

• Boole  & Babbage  has  moved  away  from  a traditional 
departmental  structure  to  a team-oriented  approach  to  product 
development  and  support.  The  company  is  also  refining  and 
improving  the  network  products  technology  acquired  with  Boole 
& Babbage  Network  Systems  (formerly  Avant-Garde 
Computing)  in  1990  and  providing  increased  sales  and  support  to 
its  Empact  Software  subsidiary  (that  markets  storage 
management  products). 
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A five-year  financial  summmary  follows: 


BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

$98.6 

$90.1 

$74.2 

$56.1 

$40.8 

• Percent  increase 

(a) 

from  previous  year 

9% 

21% 

32% 

38% 

N/A 

Income  (loss)  before  taxes 

$(10.6) 

$3.7 

$5.9 

$7.1 

$1.8 

• Percent  increase 
(decrease)  from 

(b) 

(c) 

(d) 

previous  year 

(386%) 

(37%) 

(17%) 

294% 

N/A 

Net  income  (loss) 

$(11.0) 

$2.8 

$4.3 

$6.4 

$1.5 

• Percent  increase 

(decrease)  from 
previous  year 

(493%) 

(35%) 

(33%) 

327% 

N/A 

Earnings  (loss)  per  share 

$(2.83) 

$0.72 

$1.15 

$1.89 

$0.45 

• Percent  increase 
(decrease)  from 

(a)(c) 

(d) 

previous  year 

(493%) 

(37%) 

(39%) 

320% 

N/A 

(a)  Includes  $4.2  million  ($0.20  per  share)  gain  related  to  the  sale  of  distribution  rights  of  the  STOP- 
X37  product  in  Japan. 


(b)  Includes  restructuring  and  other  expenses  of  $8. 7 million. 

(c)  Includes  a gain  of  $459,000  ($0.08  per  share)  from  the  sale  of  the  VM  Product  Family  to  VM 
Systems  Group  in  January  1989. 

(d)  Includes  a gain  of  $4  million,  or  $1.05  per  share,  from  the  sale  of  the  XPF/COBOL  Product  Family 
to  Pansophic  Systems  in  October  1987. 

Boole  & Babbage  management  attributes  fiscal  1991  results  to  the 

following: 

• Product  licensing  revenue  decreased  2%  during  fiscal  1991  due 
primarily  to  poor  worldwide  economic  conditions,  continued 
competitive  pressures,  and  certain  internal  product  delivery  and 
sales  issues.  Domestic  product  licensing  revenues  increased  4%, 
while  revenues  from  Boole  & Babbage's  European  subsidiary 
(Boole  & Babbage  Europe)  decreased  nearly  7%. 

• Maintenance  revenues  rose  23%  during  fiscal  1991  due  to  an 
increase  in  the  customer  base  and  increased  maintenance 
revenues  from  Empact  Software. 
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• Consulting  and  processing  services  revenues  increased  17% 
during  fiscal  1991  primarily  due  to  proceeds  received  from  the 
termination  of  certain  distribution  rights  and  to  the  sale  of 
specific  in-process  customer  orders  related  to  a specific  line  of 
third-party  software,  and  202%  during  fiscal  1989  due  to 
increased  consulting  and  processing  revenue  from  Mission 
Computer  Services,  which  was  acquired  in  December  1988. 

Revenue  for  the  three  months  ending  December  31,  1991  was  $27.4 
million,  compared  to  $26.8  million  for  the  same  period  in  1990.  Net 
income  was  $1.4  million  compared  to  $853,000  for  the  same  period 
a year  ago. 

Acquisitions  made  by  Boole  & Babbage  since  late  1988  are 
summarized  as  follows: 

• In  February  1991,  Boole  & Babbage  acquired  a suite  of  CICS 
and  VSAM  performance  utilities  from  Quantum  International 
Corporation.  The  products  are  now  marketed  through  Boole  & 
Babbage's  Empact  Software  subsidiary. 

- The  two  major  products  are  HIPER-CACHE,  a dataset 
performance  optimizer  for  VSAM,  SAM,  IMS,  and  CICS  file 
processing,  and  XA-RELO,  a CICS  performance  optimizer. 

- HIPER-CACHE  and  XA-RELO  are  currently  used  by  more 
than  200  MVS  installations  around  the  world. 

• In  February  1990,  Boole  & Babbage  purchased  network 
management  software  vendor,  Avant-Garde  Computing,  Inc.  of 
Mount  Laurel  (NJ),  for  $5.3  million.  Avante-Garde  now 
operates  as  Boole  & Babbage  Network  Systems. 

• In  December  1988,  the  company  acquired  Mission  Computer 
Services,  Inc.  of  Sunnyvale  (CA)  for  $390,000  in  cash  and  a 
promissory  note  of  $600,000  contingent  on  future  performance. 
Mission  Computer  Services,  a provider  of  mainframe  computing 
services,  now  operates  as  Boole  & Babbage  Computer  Services. 

• In  December  1988,  the  company  acquired  Elan  Software 
Products,  Inc.  of  San  Jose  (CA)  for  $550,000  in  cash  and  a 
promissory  note  of  $450,000.  Elan  produces  systems  that  run 
operations  automation  software  on  a PC-based  outboard 
processor. 

Research  and  development  expenditures  were  approximately  $6.5 
million  in  fiscal  1991,  $4.9  million  in  fiscal  1990,  and  $5.2  million  in 
fiscal  1989. 
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As  of  November  30,  1991,  Boole  & Babbage  had  approximately  643 
employees  (generating  $153,337  in  revenue  per  employee), 
including  463  in  the  U.S.  and  180  in  foreign  countries. 

Major  competitors  include  Candle  Corporation,  Goal  Systems,  and 
LEGENT. 


Key  Products  and  Approximately  47%  of  Boole  & Babbage’s  fiscal  1991  revenue  was 
Services  derived  from  systems  software  products,  48%  from  software 

maintenance,  and  5%  from  consulting  and  processing  services.  A 
three-year  summary  of  source  of  revenue  follows: 


BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$45.9 

47% 

$47.0 

52% 

$41.5 

56% 

Maintenance 

47.1 

48% 

38.3 

43% 

29.6 

40% 

Consulting  and 
processing 

5.6 

5% 

4.8 

5% 

3.1 

4% 

TOTAL 

$98.6 

100% 

$90.1 

100% 

$74.2 

100% 

Boole  & Babbage  currently  markets  more  than  40  proprietary  and 
third-party  systems  software  products. 

• The  products  are  designed  for  IBM  and  compatible  mainframes. 
The  majority  of  the  market  for  the  company's  products  includes 
major  corporations  and  educational  and  government 
organizations  that  use  MVS,  MVS/XA,  and  MVS/ESA 
operating  systems  with  or  without  the  IMS,  CICS,  or  DB2 
subsystems. 

• There  are  more  than  12,500  product  licenses  installed  at  more 
than  5,000  sites  worldwide. 

MainView,  introduced  during  1990,  is  Boole  & Babbage's  systems 
management  architecture  for  its  internally-developed  products. 
MainView  is  the  culmination  of  a four-year  research  and 
development  effort  focusing  on  product  integration.  MainView 
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features  a common  data  repository,  a common  user  interface,  and  a 
communications  interface  that  enable  the  user  to  move  from  one 
environment  to  another  to  monitor  system  performance. 

Within  the  MainView  architecture  there  are  two  basic  layers  that 
products  use-monitoring  and  automation. 

• Monitoring  products,  MANAGERS,  alert  data  center  staff  of 
detected  exception  conditions  to  let  them  know  that  system 
performance  is  out  of  specified  bounds.  Current  products 
include:  CICS  MANAGER,  CMF  MONITOR,  CS  MONITOR, 
MVMANAGER  for  DB2,  IMS  Management  Facilities  (IMF), 
MODEL  300,  Problem  Program  Evaluator  (PPE),  RESOLVE 
PLUS,  and  WORKLOAD  DELAY  MONITOR. 

• Automation  products,  AutoOPERATORs™,  perform  routine 
operator  tasks  and  initiate  corrective  action  when  exception 
conditions  are  detected. 

- Proprietary  system  management  products  include 
AutoOPERATOR  and  the  Elan  Operator  Workstation. 

- Third-party  production  management  products  include; 
CONTROL-D,  CONTROL-M,  and  CONTROL-R  from  4th 
Dimension  Software;  DOCU/TEXT  from  Diversified 
Software;  and  FLASHER  and  TS-PRINT  from  Tone 
Software. 

- Proprietary  storage  management  products  include  BUDGET- 
DASD,  POOL-DASD,  and  STOP-X37.  These  products  were 
acquired  with  Empact  Software  (now  a division  of  Boole  & 
Babbage),  which  was  acquired  in  January  1988. 

MainView  SOLUTIONS,  an  extension  to  AutoOPERATOR,  is  a 
set  of  applications  that  interact  with  the  MANAGERS  and 
AutoOPERATORs  as  well  as  with  the  MVS  operating  system  and 
its  subsystems. 

Boole  & Babbage  also  sells  expert  systems  products,  ADVISORs, 
that  analyze  monitor  data  provided  by  the  MANAGERS,  use  rules 
to  identify  and  diagnose  performance  problems,  and  then 
recommend  corrective  tuning  action  to  maximize  system 
performance.  DASD  ADVISOR  was  introduced  in  1988. 

Boole  & Babbage  Network  Systems  (formerly  Avant-Garde)  offers 
the  following  network  management  products: 
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• Net/Command,  an  operations/network  management  and 
integration  tool 

■ Net/ Alert  Plus,  a standalone  network  performance  monitoring 
system 

• Net/ Avail,  introduced  in  October  1991,  is  a VTAM  monitor  that 
reports  on  SNA  network  availability  and  provides  easy-to-use 
SNA  network  automation  facilities. 

Boole  & Babbage  also  markets  the  following  third-party 
connectivity  and  productivity  systems  software  products; 

• Connectivity  products,  developed  by  Simware,  Inc.,  include 
MAC3270,  SIM3278,  SIM/DIALOUT,  SIM-PASSTHRU, 
SIM/XFER,  and  SIMPC  MASTER. 

The  company  offers  product  maintenance,  which  includes 
enhancement  and  updating  of  product  capabilities  to  accommodate 
changes  in  a customer's  hardware  and  software. 

• One  year  of  maintenance  is  included  in  all  of  the  company's 
licenses. 

• Thereafter,  optional  maintenance  renewals  are  available 
annually  for  15%  to  20%  of  the  current  product  price. 

Boole  & Babbage  Computer  Services  provides  utility  processing  to 
approximately  60  customers  from  a data  center  in  Sunnyvale. 

Industry  Markets 

Boole  & Babbage  customers  are  large  corporate  and  governmental 
organizations.  The  company  has  clients  in  manufacturing, 
commercial  banking,  insurance,  communications,  retailing, 
transportation,  utilities,  health  care,  and  education,  as  well  as 
federal,  state,  and  local  government. 

Geographic 

Markets 

A three-year  summary  of  geographic  source  of  revenue  follows: 
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BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$49.8 

51% 

$44.6 

50% 

$40.2 

54%  . 

Western  Europe 

48.8 

49% 

45.4 

50% 

34.0 

46% 

Sales  to  affiliates 

13.1 

13% 

9.6 

11% 

6.8 

9% 

(Eliminations)  (a) 

(13.1) 

(13%) 

(9.5) 

(11%) 

(6.8) 

(9%) 

TOTAL 

$98.6 

100% 

$90.1 

100% 

$74.2 

100% 

(a)  Eliminations  represent  royalties  of  approximately  37.5%  paid  by  Boole  & 

Babbage  Europe  to  Boole  & Babbage  on  the  sale  of  Boole  & Babbage  products 
under  an  exclusive  European  distributorship  agreement. 


U.S.  sales  offices  are  located  in  Atlanta  (GA),  San  Francisco  (CA), 
Dallas  (TX),  Saddlebrook  (NJ),  Washington,  D.C.,  and  Oak  Brook 
(IL). 

Boole  & Babbage  Europe  has  offices  in  Belgium,  Denmark,  France, 
Germany,  Ireland,  Italy,  the  Netherlands,  Spain,  Sweden, 
Switzerland,  the  U.K.,  and  Finland. 

In  November  1991,  the  company  opened  Boole  & Babbage 
Australasia  Pty.  Ltd.,  a new  subsidiary  that  markets  and  supports 
the  company's  products  in  the  Pacific  Rim. 

Boole  & Babbage  also  has  distributors  in  Argentina,  Brazil,  Chile, 
Equador,  Hong  Kong,  Israel,  Japan,  Korea,  Malaysia,  Mexico,  Peru, 
Singapore,  Thailand,  and  Venezuela. 


Computer 
Hardware  and 
Software 


Boole  & Babbage  has  one  IBM  9021  running  under  MVS/ESA 
(SP4.2),  TSO/E,  ISPF,  VM/SP,  and  VM/XA  installed  at  its 
Sunnyvale  headquarters. 
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COMPANY  PROFILE 


BOOLE  & BABBAGE,  INC.  Franklin  R.  Johnson,  Chairman 

510  Oakmead  Parkway  Johannes  S.  Bruggeling,  President  and 

Sunnyvale,  CA  94086  CEO 

(408)  735-9550  Public  Corporation,  NASDAQ 

Total  Employees:  681  (12/90) 

Total  Revenue,  Fiscal  Year  End 
9/30/90:  $93,927,000 


The  Company  Boole  & Babbage,  Inc.,  founded  in  1967,  provides  computer 

performance  and  operations  management  systems  software 
products  for  IBM  and  compatible  mainframes.  In  addition  to  its 
proprietary  products,  the  company  also  distributes  certain  third- 
party  products  that  complement  its  software  product  line.  Boole 
& Babbage  also  provides  consulting  and  processing  services. 

In  January  1991,  Boole  & Babbage  announced  it  had  been 
selected  by  IBM  to  jointly  develop  performance  management 
products  in  support  of  future  CICS  releases. 

Fiscal  1990  revenue  reached  $93.9  million,  a 26%  increase  over 
fiscal  1989  revenue  of  $74.8  million.  Net  income  declined  slightly, 
from  $5.0  million  in  fiscal  1989  to  $4.9  million  in  fiscal  1990. 
Results  for  fiscal  1989  and  1988  include  gains  from  the  sale  of 
certain  product  lines,  as  shown  below.  A five-year  financial 
summary  follows: 
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BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

9/87 

9/86 

Revenue 

$93.9 

$74.8 

$56.7 

$41.7 

$34.0 

• Percent  Increase 

(a) 

from  previous  year 

26% 

32% 

36% 

23% 

21% 

Income  before  taxes 

$6.5 

$6.6 

$7.7 

$2.4 

$1.6 

• Percent  Increase 

(b) 

(C) 

(decrease)  from 

previous  year 

(1%) 

(14%) 

216% 

53% 

122% 

• Gross  margin 

7% 

9% 

14% 

6% 

5% 

Net  income 

$4.9 

$5.0 

$6.7 

$2.1 

$1.3 

• Percent  increase 

(b) 

(c) 

(decrease)  from 

previous  year 

(1%) 

(25%) 

216% 

66% 

121% 

• Net  margin 

5% 

7% 

12% 

5% 

4% 

Earnings  per  share 

$1.27 

$1.33 

$1.96 

$0.63 

$0.40 

• Percent  increase 

(d) 

(c) 

(decrease)  from 

previous  year 

(5%) 

(32%) 

211% 

58% 

120% 

(a)  Includes  $4.2  million  related  to  the  sale  of  distribution  rights  of  the  STOP-X37  product  in  Japan. 

(b)  Includes  a gain  of  $459,000  from  the  sale  of  the  VM  Product  Family  to  VM  Systems  Group  in 
January  1989. 

(c)  Includes  a gain  of  $4  million,  or  $1.05  per  share,  from  the  sale  of  the  XPF/COBOL  Product 
Family  to  Pansophic  Systems  in  October  1987. 

(d)  Includes  $0.20  per  share  from  the  sale  of  distribution  rights  of  STOP-X37  and  $0.08  per  share 
from  the  sate  of  the  VM  Product  Famiiy. 

Boole  & Babbage  management  attributes  revenue  increases  to  the 

following: 

• Product  licensing  revenue  increased  17%  during  fiscal  1990  and 
40%  during  fiscal  1989  due  to  new  product  introductions, 
increases  in  the  number  of  units  sold,  a larger  domestic  sales 
force,  and  incremental  revenues  as  a result  of  acquisitions  made 
during  fiscal  1989  and  fiscal  1990. 

• Maintenance  revenues  rose  41%  during  fiscal  1990  and  10% 
during  fiscal  1989  due  primarily  to  an  increase  in  the  customer 
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base  and  to  the  acquisitions  of  Avant-Garde  in  fiscal  1990  and 
Empact  Software  in  fiscal  1988. 

• Consulting  and  processing  services  revenues  increased  55% 
during  fiscal  1990  and  202%  during  fiscal  1989  due  to  increased 
consulting  and  processing  revenue  from  Mission  Computer 
Services,  which  was  acquired  in  December  1988. 

• International  sales  through  Boole  & Babbage's  European 
subsidiary,  Boole  & Babbage  Europe  (BBE)-formerly  The 
European  Software  Company  (TESC)-and  distributors 
accounted  for  $49  million  in  revenue,  up  from  $40.4  million  in 
fiscal  1989. 

- BBE  markets  Boole  & Babbage  and  third-party  software 
products  in  Europe.  Headquartered  in  Dublin,  Ireland,  this 
operation  has  198  employees  located  in  15  offices  in  12 
countries. 

Revenue  for  the  three  months  ending  December  31,  1990  reached 
$27.5  million,  a 30%  increase  over  $21.2  million  for  the  same 
period  in  1989.  Net  income  for  the  period  was  $1.2  million, 
compared  to  $1.4  million  for  the  same  period  a year  ago. 

• Revenue  growth  was  below  expectations,  which  affected  the 
bottom  line.  In  part  due  to  worldwide  economic  conditions, 
several  large  contracts  that  the  company  expected  to  close  in 
the  first  quarter  were  postponed.  This  shortfall  in  revenue  was 
equally  divided  between  European  and  domestic  sales. 

Acquisitions  made  by  Boole  & Babbage  since  late  1988  are 
summarized  as  follows: 

• In  February  1991,  Boole  & Babbage  acquired  a suite  of  CICS 
and  VSAM  performance  utilities  from  Quantum  International 
Corporation. 

- The  two  major  products  are  HIPER-CACHE,  a dataset 
performance  optimizer  for  VSAM,  SAM,  IMS,  and  CICS  file 
processing,  and  XA-RELO,  a CICS  performance  optimizer. 

- HIPER-CACHE  and  XA-RELO  are  currently  used  by  more 
than  200  MVS  installations  around  the  world. 

• In  February  1990,  Boole  & Babbage  purchased  Avant-Garde 
Computing,  Inc.  of  Mount  Laurel  (NJ)  for  $5.3  million.. 
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- Avant-Garde,  founded  in  1978,  operated  as  a public 
company  providing  network  management  software  products. 

- Avant-Garde,  with  70  employees,  had  revenue  of 
approximately  $11  million  and  a net  loss  for  the  fiscal  year 
ending  April  1989. 

- Avant-Garde  now  operates  as  Boole  & Babbage  Network 
Systems. 

• In  December  1988,  the  company  acquired  Mission  Computer 
Services,  Inc.  of  Sunnyvale  (CA)  for  $390,000  in  cash  and  a 
promissory  note  of  $600,000  contingent  on  future  performance. 
Mission  Computer  Services,  a provider  of  mainframe 
computing  services,  now  operates  as  Boole  & Babbage 
Computer  Services. 

• In  December  1988,  the  company  acquired  Elan  Software 
Products,  Inc.  of  San  Jose  (CA)  for  $550,000  in  cash  and  a 
promissory  note  of  $450,000.  Elan  produces  systems  that  run 
operations  automation  software  on  a PC-based  outboard 
processor. 

Research  and  development  expenditures  were  approximately  $4.9 
million  (5%  of  revenue)  in  fiscal  1990,  compared  to  $5.2  million 
(7%  of  revenue)  in  fiscal  1989,  and  $4.9  million  (9%  of  revenue)  in 
fiscal  1988. 

As  of  November  30,  1990,  Boole  & Babbage  had  approximately 
670  employees  (generating  $140,190  in  revenue  per  employee), 
including  472  in  the  U.S.  and  198  in  foreign  countries.  The 
company  currently  has  approximately  681  employees. 

Major  competitors  include  Candle  Corporation,  Goal  Systems, 
and  LEGENT. 


Key  Products  and  Approximately  61%  of  Boole  & Babbage's  fiscal  1990  revenue  was 
Services  derived  from  systems  software  products  (80%  proprietary  products 

and  20%  third-party  products),  34%  from  software  maintenance, 
and  5%  from  consulting  and  processing  services.  A three-year 
summary  of  source  of  revenue  follows: 
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BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  product 
licenses 

• Domestic 

$26.4 

28% 

$25.6 

34% 

$15.6 

27% 

• BBE 

2L3 

33% 

23.8 

32% 

19.8 

35% 

$57.7 

61% 

$49.4 

66% 

$35.4 

62% 

Software  maintenance 

31.5 

34% 

22.3 

30% 

20.3 

36% 

Consulting  and  processing 

4.7 

5% 

3.1 

4% 

1.0 

2% 

TOTAL 

$93.9 

100% 

$74.8 

100% 

$56.7 

100% 

Boole  & Babbage  currently  markets  more  than  40  proprietary  and 
third-party  systems  software  products. 

• The  products  are  designed  for  IBM  and  compatible 
mainframes.  The  majority  of  the  market  for  the  company's 
products  includes  major  corporations  and  educational  and 
government  organizations  that  use  DOS/VSE,  MVS, 

MVS/XA,  and  MVS/ESA  operating  systems  with  or  without 
the  IMS,  CICS,  or  DB2  subsystem. 

• There  are  more  than  12,000  product  licenses  installed  at  more 
than  3,000  sites  worldwide. 

MainView,  introduced  during  1990,  is  Boole  & Babbage's  systems 
management  architecture  for  its  internally  developed  products. 
MainView  is  the  culmination  of  a four-year  research  and 
development  effort  focusing  on  product  integration.  MainView 
features  a common  data  repository,  a common  user  interface,  and 
a communications  interface  that  allow  the  user  to  move  from  one 
environment  to  another  to  monitor  system  performance. 

Within  the  MainView  architecture,  Boole  & Babbage  offers  three 
product  lines:  system  monitors,  automation  products,  and  advisors 
that  use  expert  systems  technology. 
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• Monitoring  products,  MANAGERS,  alert  data  center  staff  to 
detected  exception  conditions  to  let  them  know  that  system 
performance  is  out  of  specified  bounds.  Current  products 
include:  CICS  MANAGER,  CMF  MONITOR,  CS  MONITOR, 
DB2  MANAGER,  IMS  Management  Facilities  (IMF), 

MODEL  300,  Problem  Program  Evaluator  (PPE),  RESOLVE 
PLUS,  and  WORKLOAD  DELAY  MONITOR. 

• Automation  products,  AutoOPERATORs™,  perform  routine 
operator  tasks  and  initiate  corrective  action  when  exception 
conditions  are  detected. 

- Proprietary  system  management  products  include 
AutoOPERATOR  and  the  Elan  Operator  Workstation. 

- Third-party  production  management  products  include: 
CONTROL-D,  CONTROL-M,  and  CONTROL-R  from  4th 
Dimension  Software;  DOCU/TEXT  from  Diversified 
Software;  and  FLASHER  and  TS-PRINT  from  Tone 
Software. 

- Proprietary  storage  management  products  include 
BUDGET-DASD,  POOL-DASD,  and  STOP-X37.  These 
products  were  acquired  with  Empact  Software  (now  a 
division  of  Boole  & Babbage),  which  was  acquired  in 
January  1988. 

• Expert  systems-based products,  ADVISORs,  analyze  monitor 
data  provided  by  the  MANAGERS,  use  rules  to  identify  and 
diagnose  performance  problems,  and  then  recommend 
corrective  tuning  action  to  maximize  system  performance. 
DASD  ADVISOR  was  introduced  in  1988,  and  CICS 
ADVISOR  will  be  released  in  the  future. 

Boole  & Babbage  Network  Systems  (formerly  Avant-Garde)  offers 

the  following  network  management  products: 

• Net/Command,  an  operations/network  management  and 
integration  tool 

• Net/ Alert  Plus,  a standalone  network  performance  monitoring 
system 

• Net/Avail,  currently  under  development,  is  a VTAM  monitor 
that  reports  on  SNA  network  availability  and  provides  easy-to- 
use  SNA  network  automation  facilities. 
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Boole  & Babbage  also  markets  the  following  third-party 
connectivity  and  productivity  systems  software  products: 

• Connectivity  products,  developed  by  Simware,  Inc.,  include 
MAC3270,  SIM3278,  SIM/DIALOUT,  SIM-PASSTHRU, 
SIM/XFER,  and  SIMPC  MASTER. 

• Productivity  products,  developed  by  XA  Systems  Corporation, 
include  DATA-XPERT,  DB2-XPERT,  and  IMS-XPERT. 

The  company  offers  product  maintenance,  which  includes 
enhancement  and  updating  of  product  capabilities  to 
accommodate  changes  in  a customer's  hardware  and  software. 

• One  year  of  maintenance  is  included  in  all  of  the  company's 
licenses. 

• Thereafter,  optional  maintenance  renewals  are  available 
annually  for  20%  of  the  current  product  price. 

Boole  & Babbage  consulting  services  include  new  software 
product  evaluation,  capacity  planning  studies,  and  support  for 
large  research  and  development  projects  to  business  and 
educational  and  government  organizations,  including  computer 
system  equipment  and  software  manufacturers  and  federal 
agencies. 

Boole  & Babbage  Computer  Services  provides  utility  processing  to 
approximately  60  customers  on  three  computers  from  a data 
center  in  Sunnyvale. 


Boole  & Babbage  customers  are  large  corporate  and 
governmental  organizations.  The  company  has  clients  in 
manufacturing,  commercial  banking,  insurance,  communications, 
retailing,  transportation,  utilities,  health  care,  and  education,  as 
well  as  federal,  state,  and  local  government. 


A three-year  summary  of  geographic  source  of  revenue  follows: 


March  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  7 of  8 


BOOLE  & BABBAGE,  INC. 


INPUT 


BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FiSCALYEAR 

9/90 

9/89 

9/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$56.0 

60% 

$47.3 

63% 

$34.4 

61% 

Western  Europe 

47.5 

50% 

34.3 

46% 

28.7 

50% 

Eliminations  (a) 

(9.6) 

(10%) 

(6.8) 

(9%) 

(6.4) 

(11%) 

TOTAL 

$93.9 

100% 

$74.8 

100% 

$56.7 

100% 

(a)  Eliminations  represent  royalties  of  approximately  37.5%  paid  by  BBE  to  Boole 
& Babbage  on  the  sale  of  Boole  & Babbage  products  under  an  exclusive 
European  distributorship  agreement. 


U.S.  sales  offices  are  located  in  Atlanta  (GA),  Chesterfield  (MO), 
San  Francisco  (CA),  Dallas  (TX),  Saddlebrook  (NJ),  Washington, 
D.C.,  and  Oak  Brook  (IL). 

BBE  has  offices  in  Belgium,  Denmark,  France,  Germany,  Ireland, 
Italy,  the  Netherlands,  Spain,  Sweden,  Switzerland,  the  U.K.,  and 
Finland. 

Boole  & Babbage  has  nine  distributors  in  the  Pacific  Rim,  Japan, 
Korea,  Australia,  and  Latin  America  that  market  Boole  & 
Babbage  products  in  16  countries. 


Computer  Boole  & Babbage  has  the  following  equipment  running  under 

Hardware  and  MVS/ESA  (SP4.1),  TSO/E,  ISPF,  VM/SP,  and  VM/XA  installed 
Software  ^t  its  Sunnyvale  headquarters: 

• 1 IBM  3090/200J 

• 1 IBM  3081 
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BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Franklin  R.  Johnson,  Chairman 
Johannes  S.  Bruggeling,  President  and 
CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  610  (6/90) 

Total  Revenue,  Fiscal  Year  End 
9/30/89:  $74,768,000 


The  Company  Boole  & Babbage,  Inc.,  founded  in  1967,  provides  computer 

performance  and  operations  management  systems  software 
products  for  IBM  and  compatible  mainframes.  In  addition  to  its 
proprietary  products,  the  company  also  distributes  certain  third- 
party  products  that  complement  its  software  product  line.  Boole 
& Babbage  also  provides  consulting  and  processing  services. 

During  fiscal  1989,  Boole  & Babbage  completed  the  following 
acquisitions: 

• In  December  1988,  the  company  acquired  Mission  Computer 
Services,  Inc.  of  Sunnyvale  (CA)  for  $390,000  in  cash  and  a 
promissory  note  of  $600,000  contingent  on  future  performance. 
Mission  Computer  Services,  a provider  of  mainframe  utility 
processing  services,  now  operates  as  Boole  & Babbage 
Computer  Services. 

• In  December  1988,  the  company  acquired  Elan  Software 
Products,  Inc.  of  San  Jose  (CA)  for  $550,000  in  cash  and  a 
promissory  note  of  $450,000.  Elan  produces  systems  that  run 
operations  automation  software  on  a PC-based  outboard 
processor. 

Effective  February  2,  1990,  Boole  & Babbage  acquired  Avant- 
Garde  Computing,  Inc.  of  Mount  Laurel  (NJ)  for  $5.3  million. 

The  acquisition  was  accounted  for  as  a purchase. 

• Avant-Garde,  founded  in  1978,  operated  as  a public  company 
providing  network  management  software  products. 

• Avant-Garde,  with  70  employees,  had  revenue  of  approximately 
$11  million  and  a net  loss  for  the  fiscal  year  ending  April  1989. 

• Avant-Garde  now  operates  as  a division  of  Boole  & Babbage. 
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Fiscal  1989  revenue  reached  $74.8  million,  a 32%  increase  over 
flscal  1988  revenue  of  $56.7  million.  Operating  income  increased 
51%,  from  $3.1  million  in  fiscal  1988  to  $4.7  million  in  fiscal  1989. 
Net  income  for  fiscal  1989  was  $5.0  million,  compared  to  $6.7 
million  in  fiscal  1988  (after  a gain  of  $4  million  from  the  sale  of 
the  XPF/COBOL  Product  Family).  A five-year  financial  summary 
follows: 

BOOLE  & BABBAGE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

9/86 

9/85 

Revenue 

$74.8 

$56.7 

$41.7 

$34.5 

$28.5 

• Percent  Increase 

(a) 

from  previous  year 

32% 

79% 

21% 

21% 

1% 

Income  (loss)  before  taxes 
and  extraordinary  Item 
• Percent  increase 

$6.6 

(b) 

$7.7 

(c) 

$2.4 

$1.6 

$(7.3) 

(decrease)  from 

previous  year 

(14%) 

216% 

53% 

122% 

(345%) 

• Gross  margin 

9% 

14% 

6% 

5% 

- 

Net  income  (loss) 

• Percent  increase 

$5.0 

(b) 

$6.7 

(c) 

$2.1 

$1.3 

$(6.0) 

(decrease)  from 

previous  year 

(25%) 

216% 

66% 

121% 

(435%) 

• Net  margin 

7% 

12% 

5% 

4% 

- 

Earnings  (loss)  per  share 
• Percent  increase 

$1.33 

(d) 

$1.96 

(C) 

$0.63 

$0.40 

$(1.99) 

(decrease)  from 

previous  year 

(32%) 

211% 

58% 

120% 

(432%) 

(a)  Includes  $4.2  million  related  to  the  sale  of  distribution  rights  of  the  STOP-X37  product  in  Japan. 

(b)  Includes  a gain  of  $462,000  from  the  sale  of  the  VM  Product  Family  to  VM  Systems  Group  in 
January  1989. 

(c)  Includes  a gain  of  $4  million,  or  $1.05  per  share,  from  the  sale  of  the  XPF/COBOL  Product 
Family  to  Pansophic  Systems  in  October  1987. 

(d)  Includes  $0.20  per  share  from  the  sale  of  distribution  rights  of  STOP-X37  and  $0.08  per  share 
from  the  sale  of  the  VM  Product  Family. 

Boole  & Babbage  management  attributes  revenue  growth  in  fiscal 
1989  to  a combination  of  higher  sales  of  proprietary  products  to 
new  accounts  and  existing  customers;  sales  of  products  from  other 
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independent  systems  software  developers;  and  revenues  generated 
by  the  operations  of  newly  acquired  businesses. 

• While  revenue  from  the  company's  traditional  core  Monitor 
products  increased  slightly  during  the  year,  sales  of  the 
AutoOPERATOR  product  nearly  doubled  and  there  was  strong 
growth  in  the  Advisor  product  area. 

• International  sales  through  Boole  & Babbage's  European 
subsidiary,  The  European  Software  Company  (TESC),  and 
distributors  accounted  for  $40.4  million  in  revenue,  up  from 
$29.9  million  in  fiscal  1988. 

- TESC  markets  Boole  & Babbage  and  third-party  software 
products  in  Europe.  Headquartered  in  Dublin,  Ireland,  this 
operation  has  170  employees  located  in  16  offices  in  13 
countries. 

Research  and  development  expenditures  were  approximately  $5.2 
million  (7%  of  revenue)  in  fiscal  1989,  $4.9  million  (9%  of 
revenue)  in  fiscal  1988,  and  $4.2  million  (12%  of  revenue)  in  fiscal 
1987. 

Revenue  for  the  six  months  ending  March  31,  1990  reached  $45.5 
million,  a 21%  increase  over  $37.7  million  for  the  same  period  in 
1989.  Net  income  for  the  period  was  $2.8  million,  compared  to 
$2.9  million  (which  includes  a gain  of  $462,000  from  the  sale  of 
VM  products)  for  the  same  period  a year  ago.  Revenue  growth 
was  attributed  to  the  acquisition  of  Avant-Garde  and  an  expanded 
domestic  sales  force. 

As  of  October  31, 1989,  Boole  & Babbage  had  approximately  520 
employees,  including  350  in  the  U.S.  and  170  in  foreign  countries. 
The  company  currently  has  approximately  610  employees. 

Major  competitors  include  Candle  Corporation,  IBM,  and 
LEGENT. 


Key  Products  and  Approximately  66%  of  Boole  & Babbage's  fiscal  1989  revenue  was 
Services  derived  from  systems  software  products  (80%  proprietary  products 

and  20%  third-party  products),  30%  from  software  maintenance, 
and  4%  from  consulting  and  processing  services.  A three-year 
summary  of  source  of  revenue  follows: 
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BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/89 

9/88 

9/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  product 
licenses 

• Domestic 

$25.6 

34% 

$15.6 

27% 

$10.4 

25% 

• TESC 

23.8 

32% 

19.8 

35% 

15.6 

37% 

$49.4 

66% 

$35.4 

62% 

$26.0 

62% 

Software  maintenance 

22.3 

30% 

20.3 

36% 

14.8 

36% 

Other 

3.1 

4% 

1.0 

2% 

0.9 

2% 

TOTAL 

$74.8 

100% 

$56.7 

100% 

$41.7 

100% 

Boole  & Babbage  currently  markets  more  than  30  proprietary  and 
third-party  systems  software  products. 

• The  products  are  designed  for  IBM  and  compatible 
mainframes.  The  majority  of  the  market  for  the  company's 
products  includes  major  corporations  and  educational  and 
government  organizations  that  use  DOS/VSE,  MVS, 

MVS/XA,  and  MVS/ESA  operating  systems  with  or  without 
the  IMS,  CICS,  or  DB2  subsystem. 

• There  are  more  than  10,500  product  licenses  installed  at  more 
than  3,000  sites  worldwide. 

During  fiscal  1989,  Boole  & Babbage  introduced  MainView,  a 
systems  management  architecture  for  its  internally-developed 
products.  MainView  is  the  culmination  of  a four-year  research 
and  development  effort  focusing  on  product  integration. 
MainView  features  a common  data  repository,  a common  user 
interface,  and  a communications  interface  that  allow  the  user  to 
move  from  one  environment  to  another  to  monitor  system 
performance. 

Within  the  MainView  architecture  Boole  & Babbage  offers  three 
product  lines:  system  monitors,  automated  operations  products, 
and  advisors. 
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• System  monitors  alert  data  center  staff  to  detected  exception 
conditions  to  let  them  know  that  system  performance  is  out  of 
bounds.  Current  products  include:  CICS  MANAGER,  CMF 
MONITOR,  CS  MONITOR,  DB2  MANAGER,  IMS 
Management  Facilities  (IMF),  MODEL  300,  Problem  Program 
Evaluator  (PPE),  RESOLVE  PLUS,  and  WORKLOAD 
DELAY  MONITOR. 

• Automated  operations  products  automatically  perform  routine 
operator  tasks  and  initiate  corrective  action  when  exception 
conditions  are  detected. 

- Proprietary  system  management  products  include 
AutoOPERATOR  and  Elan  Operator  Workstation. 

- Third-party  production  management  products  include: 
CONTROL-D,  CONTROL-M,  and  CONTROL-R  from  4th 
Dimension  Software;  DOCU/TTXT  from  Diversified 
Software;  and  FLASHER  and  TS-PRINT  from  Tone 
Software. 

- Proprietary  storage  management  products,  acquired  with 
Empact  Software  in  1988,  include  BUDGET-DASD,  POOL- 
DASD,  and  STOP-X37. 

• Advisors  analyze  monitor  data  and  use  expert  systems 
technology  to  identify  and  diagnose  performance  problems  and 
then  recommend  corrective  tuning  action  to  maximize  system 
performance.  Products  include  DASD  ADVISOR,  introduced 
in  1988,  and  NETWORK  ADVISOR  and  CICS  ADVISOR, 
which  are  scheduled  for  availability  during  1990. 

As  a result  of  the  acquisition  of  Avant-Garde  this  year,  Boole  & 
Babbage  also  offers  the  following  products: 

• Net/Command,  an  operations/network  management  and 
integration  tool 

• .Net/ Alert  Plus,  a standalone  network  performance  monitoring 
system 

Boole  & Babbage  also  markets  the  following  third-party 
connectivity  and  productivity  systems  software  products: 

• Connectivity  products,  developed  by  Simware,  Inc.,  include 
MAC3270,  SIM3278,  SIM/DIALOUT,  SIM-PASSTHRU, 
SIM/XFER,  and  SIMPC  MASTER. 
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• Productivity  products,  developed  by  XA  Systems  Corporation, 
include  DATA-XPERT,  DB2-XPERT,  and  IMS-XPERT. 

The  company  offers  product  maintenance  which  includes 
enhancement  and  updating  of  product  capabilities  to 
accommodate  changes  in  a customer's  hardware  and  software. 

• One  year  of  maintenance  is  included  in  all  of  the  company's 
licenses. 

• Thereafter,  optional  maintenance  renewals  are  available  at 
prices  that  generally  range  from  15%  to  25%  annually  of  the 
current  product  price. 

Boole  & Babbage  consulting  services  include  new  software 
product  evaluation,  capacity  planning  studies,  and  support  for 
large  research  and  development  projects  to  business  and 
educational  and  government  organizations,  including  computer 
system  equipment  and  software  manufacturers  and  federal 
agencies. 

Boole  & Babbage  Computer  Services  provides  utility  processing  to 
approximately  50  customers  on  three  computers  from  a data 
center  in  Sunnyvale. 


Boole  & Babbage  customers  are  large  corporate  and 
governmental  organizations.  The  company  has  clients  in 
manufacturing,  commercial  banking,  insurance,  communications, 
retailing,  transportation,  utilities,  health  care,  and  education,  as 
well  as  federal,  state,  and  local  government. 


Approximately  45%  of  Boole  & Babbage's  fiscal  1989  revenue  was 
derived  from  the  U.S.  and  55%  from  Western  Europe.  A three- 
year  summary  of  geographic  source  of  revenue  follows: 
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BOOLE  & BABBAGE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/89 

9/88 

9/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$47.3 

63% 

$34.4 

61% 

$24.0 

58% 

Western  Europe 

34.3 

46% 

28.7 

50% 

22.5 

54% 

Eliminations  (a) 

(6.8) 

(9%) 

(6.4) 

(11%) 

(4.8) 

(12%) 

TOTAL 

$74.8 

100% 

$56.7 

100% 

$41.7 

100% 

{a)  Eliminations  represent  royalties  of  approximately  37.5%  paid  by  TESC  to  Boole 

& Babbage  on  the  sale  of  Boole  & Babbage  products  under  an  exclusive 
European  distributorship  agreement. 


U.S.  sales  offices  are  located  in  Atlanta,  Chesterfield  (MO), 
Woodland  Hills  and  Sunnyvale  (CA),  Dallas,  Saddlebrook  (NJ), 
Washington,  D.C.,  and  Oak  Brook  (IL). 

TESC  has  offices  in  Belgium,  Denmark,  France,  West  Germany, 
Ireland,  Italy,  the  Netherlands,  Spain,  Sweden,  Switzerland,  the 
U.K.,  and  Finland. 

Boole  & Babbage  has  five  distributors  in  the  Pacific  Rim,  Japan, 
Australia,  and  Latin  America  that  market  Boole  & Babbage 
products  in  11  countries. 


Computer  Boole  & Babbage  has  the  following  equipment  running  under 

Hardware  and  MVS  (SP1.3),  MVS/XA  (SP2.2),  MVS/ESA  (SP3.1),  TSO/SPF, 
Software  VSI,  MVT,  SVS,  VM,  and  DOS/VSE  installed  at  its  Sunnyvale 

headquarters: 

• 1 IBM  3090/200E 

• 2 Amdahl  470/VSs 
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COMPANY  PROFILE 


BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Franklin  R.  Johnson,  Chairman 
Bruce  T.  Coleman,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  345(12/87) 

Total  Revenue,  Fiscal  Year  End 
9/30/87:  $41,708,000 


The  Company  Boole  & Babbage,  Inc.,  founded  in  1967,  provides  IBM  and 

compatible  mainframe  systems  software  products  for  computer 
performance  and  capacity  management,  productivity 
enhancement,  and  management  and  performance  reporting  and 
accounting. 

Fiscal  1987  revenue  reached  $41.7  million,  a 21%  increase  over 
revenue  of  $34.5  million  for  fiscal  1986.  Net  income  rose  66%, 
from  $1.3  million  in  fiscal  1986  to  $2.1  million  in  fiscal  1987.  A 
five-year  financial  summary  follows: 
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BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

9/85 

9/84 

9/83 

Revenue 

• Percent  increase 

$41,708 

$34,520 

$28,485 

$28,334 

$21,800 

from  previous  year 

21% 

21% 

1% 

30% 

38% 

Income  (loss)  before 
taxes  and  extraordinary 
item 

• Percent  increase 

$2,428 

$1,583 

$(7,271) 

$2,972 

$1,777 

(decrease)  from 
previous  year 

53% 

122% 

(345%) 

67% 

58% 

Net  income  (loss) 

• Percent  increase 

$2,104 

(a) 

$1,264 

(a) 

$(5,986) 

$1,787 

$1,185 

(decrease)  from 

previous  year 

66% 

121% 

(435%) 

51% 

40% 

Earnings  (loss)  per 
share 

• Percent  Increase 

$0.63 

$0.40 

$(1.99) 

$0.60 

$0.50 

(decrease)  from 
previous  year 

58% 

120% 

(432%) 

20% 

39% 

(a)  Includes  extraordinary  credits  of  $ 148, 000  and  $ 108, 000  for  fiscal  1987  and  fiscal  1986, 
respectively,  resulting  from  a federal  tax  benefit  of  operating  loss  carryforward. 


Boole  & Babbage  management  attributes  revenue  growth  in  fiscal 

1987  and  1986  to  the  strong  demand  for  the  company's  products  in 

Europe. 

• In  fiscal  1987,  the  company's  domestic  operation  accounted  for 
40%  ($10.4  million)  of  total  product  licensing  revenue, 
compared  to  45%  ($9.2  million)  in  fiscal  1986  and  55%  ($8.4 
million)  in  fiscal  1985. 

• Boole  & Babbage's  European  subsidiary.  The  European 
Software  Company  (TESC),  accounted  for  60%  ($15.6  million) 
of  fiscal  1987  product  licensing  revenue,  compared  to  55% 
($11.3  million)  in  fiscal  1986  and  45%  ($7  million)  in  fiscal 
1985. 

• Improvements  in  product  licensing  revenue  are  attributed  to 
new  product  introductions,  improved  economic  conditions  in 
the  company's  served  markets,  changes  in  the  exchange  rates 
used  to  convert  foreign  revenue  into  dollars  for  financial 
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reporting  purposes,  and  an  increase  in  the  number  of  products 
licensed. 

The  return  to  profitability  in  fiscal  1986  and  1987  was  attributed  to 
a series  of  cost  cutting  actions  implemented  at  the  end  of  fiscal 
1985  and  improvements  in  revenue. 

Engineering,  research,  and  development  expenditures  were 
approximately  $9.3  million  (22%  of  revenue)  in  fiscal  1987, 
compared  to  $7.6  million  (22%  of  revenue)  in  fiscal  1986,  and  $7.1 
million  (25%  of  revenue)  in  fiscal  1985.  These  costs  are  expected 
to  remain  at  approximately  22%  to  24%  of  total  revenue. 

Recent  divestitures  made  by  Boole  & Babbage  include  the 
following; 

• In  October  1987  the  company  sold  its  XPF  family  of  interactive 
test  and  debug  software  products  to  Pansophic  Systems,  Inc.  for 
$4.5  million. 

Revenue  for  the  three  months  ending  December  31,  1987  reached 
$12.3  million,  a 33  % increase  over  $9.3  million  for  the  same 
period  in  1986.  Net  income  for  the  period  was  $3.9  million, 
compared  to  $410,000  for  the  same  period  a year  ago.  The 
quarter's  results  include  the  one-time  payment  from  Pansophic 
Systems  for  the  XPF  product  line. 

Boole  & Babbage  currently  has  two  subsidiaries  as  follows: 

• The  European  Software  Company  (TESC)  markets  the 
company's  products  in  Europe.  Headquartered  in  Dublin, 
Ireland,  this  operation  has  115  employees  in  12  countries. 

• Empact  Software,  headquartered  in  Atlanta  (GA),  was 
acquired  by  Boole  & Babbage  in  January  1988.  Empact 
Software  provides  automated  operations  systems  software 
products. 

As  of  November  30,  1987  Boole  & Babbage  had  approximately 
345  employees,  segmented  as  follows: 


Marketing/sales 

106 

Customer  support 

52 

Research  and  development 

84 

General  and  administrative 

103 

345 
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Major  competitors  include  Candle  Corporation,  IBM,  and  Morino 
Associates. 


Key  Products  and  Approximately  62%  of  Boole  & Babbage's  fiscal  1987  revenue  was 
Services  derived  from  systems  software  products,  36%  from  software 

maintenance,  and  2%  from  consulting  professional  services,  A 
three-year  summary  of  source  of  revenue  follows: 

BOOLE  & BABBAGE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/87 

9/86 

9/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses  (a) 

$26.0 

62% 

$20.5 

59% 

$15.4 

54% 

Software 

maintenance 

14.8 

36% 

13.0 

38% 

11.0 

39% 

Consulting 
services  (b) 

0.9 

2% 

1.0 

3% 

2.1 

7% 

TOTAL 

$41.7 

100% 

$34.5 

100% 

$28.5 

100% 

(a)  Includes  the  portion  of  first-year  maintenance  recognized  during  the  first  year. 

(b)  Consulting  services  results  for  fiscal  1985  also  include  revenue  from  educational  services 
provided  by  Boole  & Babbage's  Institute  for  Information  Management  division,  which  was  sold 
in  November  1985. 


Boole  & Babbage's  systems  software  products  are  designed  for 
IBM  and  compatible  mainframes.  The  majority  of  the  market  for 
the  company's  products  comprises  major  corporations  and 
educational  and  government  organizations  that  use  DOS/VSE, 
VM,  VM/XA,  MVS,  and  MVS/XA  operating  systems  with  or 
without  the  IMS  or  CICS  subsystem.  Boole  & Babbage  currently 
has  more  than  9,000  product  licenses  installed  at  more  than  50% 
of  the  Fortune  500  companies  worldwide. 

Product  introductions/enhancements  released  during  fiscal  1987 
include  the  following: 

• A major  new  release  of  RESOLVE,  RESOLVE  PLUS. 
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• Enhancements  to  the  IMS  and  MVS  products. 

• A field  test  version  of  Boole  & Babbage's  first  expert  system- 
based  product,  DASD  ADVISOR.  A series  of 
PERFORMANCE  ADVISOR  products  has  also  been 
announced. 

• General  release  of  an  improved  version  of  CICS  MANAGER. 

• The  AutoOPERATOR  family  of  products  are  designed  to 
handle  routine  opertional  tasks  that  previously  required  human 
intervention.  The  products  combine  performance  management 
functions  with  rules-based  technology  in  the  form  of  EXECs  to 
apply  corrective  action  automatically. 

Products  currently  offered  by  Boole  & Babbage  include  the 

following: 

• Performance  Reporter  produces  performance  reports  and 
graphics  to  aid  in  understanding  an  IMS  system  through  off-line 
analysis.  There  are  currently  650  systems  installed. 

• Transaction  Accountant  provides  cost  accounting  and  related 
charge-back  facilities  to  determine  the  cost  of  various  IMS 
applications  and  to  allocate  these  costs  to  users.  There  are 
currently  600  systems  installed. 

• Workload  Monitor  monitors  IMS  subsystem  workloads  and 
automatically  warns  when  activity  exceeds  capacity  or  service 
degrades  below  predetermined  user-defined  levels  of  service. 
There  are  currently  560  systems  installed. 

• Workload  Analyzer  analyzes  the  performance  of  specific  IMS 
subsystem  transactions  or  workloads  in  realtime  to  aid  in 
determining  the  cause  of  service  degradation.  There  are 
currently  470  systems  installed. 

• Resource  Monitor  monitors  use  of  IMS  subsystem  resources 
and  automatically  warns  when  resource  utilization  exceeds 
desired  levels.  There  are  currently  600  systems  installed. 

• Resource  Analyzer  provides  detailed  activity  status  information 
regarding  the  resources  of  the  IMS  subsystem  in  realtime. 
There  are  currently  600  systems  installed. 

• IMS  AutoOPERATOR  automatically  starts,  reassigns,  or  stops 
IMS  resources  in  order  to  enhance  both  optimum  use  of 
resources  and  the  fulfillment  of  performance  objectives  using 
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information  generated  by  MVS,  IMS,  the  company's 
performance  monitors,  or  conditions  defined  by  the  user. 

There  are  currently  400  systems  installed. 

• RESOLVE  PLUS  performs  the  functions  of  the  Resource 
Analyzer,  Workload  Analyzer,  and  Resource  Monitor  in  the 
MVS  and  MVS/XA  environment.  There  are  currently  1,000 
systems  installed. 

• PPE  helps  to  optimize  system  performance  by  providing  data 
on  computer  usage  by  application  programs  and  system 
modules.  There  are  currently  612  systems  installed. 

• CMF  MONITOR  extracts  MVS  and  input/output  subsystem 
data  that  can  be  used  for  modeling  and  for  providing 
performance  and  historical  data  and  produces  realtime, 
graphical  displays  of  system  activity.  There  are  currently  720 
systems  installed. 

• MODEL  300  allows  detailed  modeling  of  workloads  and 
resource  configurations  to  produce  information  on  current  and 
future  MVS  systems  operations.  There  are  currently  200 
systems  installed. 

• CICS  MANAGER  provides  users  of  CICS  with  performance 
information  about  CICS  that  can  be  used  for  determining  the 
causes  of  CICS  performance  problems.  There  are  currently  500 
systems  installed. 

• DASD  ADVISOR  uses  expert  systems  technology  to  identify 
performance  problems,  analyze  their  causes,  and  recommend 
corrective  action  in  plain  English.  There  are  currently  121 
systems  installed. 

• BACKUP  CMS  allows  users  to  backup  and  restore  minidisks 
formatted  by  CMS.  There  are  currently  190  systems  installed. 

• Boole  & Babbage  also  markets,  in  Europe,  software  products 
for  its  Empact  Software  subsidiary  as  well  as  certain  third  party 
vendors,  including  Tone  Software,  XA  Systems,  Pace  Applied 
Technology,  Software  Engineering,  Kloeckner  und  Karlsdorfer, 
DDP,  4th  Dimension,  Simware,  and  CSS. 

The  company  offers  product  maintenance  which  includes 

enhancement  and  updating  of  product  capabilities  to 

accommodate  changes  in  a customer's  hardware  and  software. 
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• One  year  of  maintenance  is  included  in  all  of  the  company's 
licenses. 

• Thereafter,  optional  maintenance  renewals  are  available  at 
prices  that  generally  range  from  15%  to  25%  aimually  of  the 
current  product  price. 

Boole  & Babbage  also  offers  consulting  services  in  the  areas  of 
new  software  product  evaluation,  capacity  planning  studies,  and 
support  for  large  research  and  development  projects  to  business 
and  educational  and  government  organizations,  including 
computer  system  equipment  and  software  manufacturers  and 
federal  agencies. 


Industry  Markets  Boole  & Babbage  customers  include  a range  of  small  to  large 

corporate  and  governmental  organizations.  The  company  has 
clients  in  manufacturing,  commercial  banking,  insurance, 
communications,  retailing,  transportation,  utilities,  health  care, 
and  education,  as  well  as  federal,  state,  and  local  government. 

In  each  of  the  last  two  fiscal  years,  a large  portion  of  the 
company's  product  revenue  was  from  the  acquistion  by  existing 
customers  of  new  products  or  products  for  additional  sites. 


Geographic  Approximately  46%  of  Boole  & Babbage's  fiscal  1987  revenue  was 

Markets  derived  from  the  U.S.  and  54%  from  Western  Europe.  A three- 

year  summary  of  geographic  source  of  revenue  follows; 

BOOLE  & BABBAGE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

9/85 

U.S. 

$24.0 

$22.0 

$20.6 

Western  Europe 

22.5 

16.2 

10.1 

Eliminations  (a) 

(4.8) 

(3.7) 

(2.2) 

TOTAL 

$41.7 

$34.5 

$28.5 

(a)  Eliminations  represent  royalties  of  approximately  37.5%  paid  by  TESC  to  Boole 
& Babbage  on  the  sale  of  Boole  & Babbage  products  under  an  exclusive 
European  distributorship  agreement. 
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Computer 
Hardware  and 
Software 


U.S.  sales  offices  are  located  in  Atlanta,  Chesterfield  (MO), 
Woodland  Hills  and  Sunnyvale  (CA),  Dallas,  Saddlebrook  (NJ), 
Long  Island  (NY),  and  Oak  Brook  (IL). 

TESC  has  offices  in  Belgium,  Denmark,  France,  West  Germany, 
Ireland,  Italy,  The  Netherlands,  Spain,  Sweden,  Switzerland,  the 
U.K.,  and  Finland. 

Distributors  market  Boole  & Babbage's  products  in  the  Pacific 
Rim,  Japan,  Australia,  and  Brazil. 


Boole  & Babbage  has  the  following  equipment  running  under 
MVS  (SP1.3),  MVS/XA  (SP2.2),  TSO/SPF,  VSl,  MVT,  SVS,  VM, 
and  DOS  installed  at  its  Sunnyvale  headquarters: 

• 1 IBM  4381  Ml. 

• 1 Amdahl  470/V8. 


Page  8 of  8 


Copyright  1988  by  INPUT.  Reproduction  Prohibited 


April  1988 


FINANCIAL  UPDATE  TO  PROFILE  DATED  MARCH  1986 


BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Franklin  P.  Johnson,  Jr.,  Chairnnan 
Bruce  T.  Coleman,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  320  (12/86) 

Total  Revenue,  Fiscal  Year  End 
9/30/86:  $34,520,000 


BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Includes  an  extraordinary  credit  of  $108,000  resulting  from  a federal  tax  benefit 
of  operating  loss  carryforward. 


SOURCE  OF  REVENUE 

• Approximately  59%  of  Boole  & Babbage's  fiscal  1986  revenue  was  derived 
from  systems  software  products,  38%  from  software  maintenance,  and  3% 
from  consulting  professional  services.  A three-year  summary  of  source  of 
revenue  follows  ($  millions): 
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FISCAL  YEAR 

ITEM 

9/86 

9/85 

9/84  - 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  product 

licenses  (a) 

$20.5 

59% 

$15.4 

54% 

$17.3 

6196 

Software 

maintenance 

13.0 

38 

11.0 

39 

8.5 

30 

Consulting  services  (b) 

1.0 

3 

2.1 

7 

2.5 

9 

Total 

$34.5 

100% 

$28.5 

1 00% 

$28.3 

1 00% 

(a)  Includes  the  portion  of  first-year  maintenance  recognized  during  the  fiscal  year. 

(b)  Consulting  services  results  for  fiscal  1985  and  1984  also  include  revenue  from 
educational  services  provided  by  Boole  & Babbage's  Institute  for  Information 
Management  division,  which  was  sold  in  November  1985. 

• Approximately  53%  of  Boole  & Babbage's  fiscal  1 986  revenue  was  derived 
from  the  U.S.  and  47%  from  Western  Europe.  A three-year  summary  of 
geographic  source  of  revenue  follows  ($  thousands): 


Revenue 

U.S. 

Western  Europe 

Eliminations  (a) 

Total 


(a) 


9/86 

9/85 

9/84 

$21,956 

$20,628 

$22,167 

16,208 

1 0,080 

8,594 

(3,644) 

(2,223) 

(2,427) 

$34,520 

$28,485 

$28,334 

royalties 

of  approximately  37.596  pa 

The  European  Software  Company  to  Boole  & Babbage  on  the  sale 
of  Boole  & Babbage  products  under  an  exclusive  European 
distributorship  agreement. 
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COMPANY  PROFILE 


BOOLE  & BABBAGE,  INC. 

5 1 0 Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408) 735-9550 


Franklin  P.  Johnson,  Jr.,  Chairman 
Bruce  T.  Coleman,  President  and 
CEO 

Public  Corporation,  OTC 
Total  Employees:  298 
Total  Revenue,  Fiscal  Year  End 
9/30/85:  $28,485,000 


THE  COMPANY 

• Boole  & Babbage,  Inc.,  founded  in  1967,  provides  IBM  and  compatible 
mainframe  systems  software  products  for  computer  performance  and  capacity 
management,  productivity  enhancement,  and  management  and  performance 
reporting  and  accounting. 

• In  February  1984  Boole  & Babbage  made  an  initial  public  offering  of  616,000 
shares  of  common  stock.  Estimated  net  proceeds  to  the  company  of  $4.2  to 
$5.1  million  were  used  to  repay  short-term  bank  debt  and  for  working  capital. 

• Fiscal  1985  revenue  was  $28.5  million  compared  to  fiscal  1984  revenue  of 
$28.3  million.  Net  losses  were  nearly  $6  million,  compared  to  net  income  of 
$1.8  million  in  fiscal  1984.  A five-year  financial  summary  follows: 
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BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• Necessary  significant  adaptations  to  the  company's  products  were  being  made 
during  1985  in  response  to  changes  in  IBM  MVS  and  IMS  systems  products  and 
as  a result  sales  suffered.  Boole  & Babbage  management  also  states  that 
fiscal  1985  revenue  was  adversely  impacted  by  a general  decline  overall  in  the 
computer  industry. 

• Net  losses  were  attributed  to  the  flattening  in  revenue  growth  and  a 33% 
increase  in  operating  costs.  These  expenses  increased  in  order  to  support  the 
company's  projected  revenue  growth  and  increasing  customer  base,  to  convert 
its  products  to  changing  operational  environments,  improve  its  customer 
support,  and  address  sales  productivity  by  increasing  the  use  of  telemarketing. 

• Engineering,  research,  and  development  expenditures  were  approximately  $7.1 
million  (25%  of  revenue)  in  fiscal  1985,  $4.7  million  (17%  of  revenue)  in  fiscal 
1984,  and  $3.5  million  (16%  of  revenue)  in  fiscal  1983. 

• Recent  divestitures  made  by  Boole  3k  Babbage  include  the  following; 

In  early  1986  the  company  dissolved  its  Applied  Systems  Engineering 
division.  Professional  services  activities  provided  by  this  group  now 
fall  within  corporate  operations. 
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In  November  1985  Boole  & Babbage  sold  its  educational  services 
division,  Institute  for  Information  Management,  to  a group  of  outside 
investors.  Terms  of  the  sale  were  not  disclosed. 

In  November  1985  the  company  sold  all  rights  to  Secure,  a security 
system,  to  On-Line  Software  International. 

In  September  1985  the  company  sold  all  rights  to  Control/SMF,  a 
combined  performance,  utilization,  cost  accounting,  and  chargeback 
system,  to  PACE  Applied  Technology  for  $235,000. 

In  September  1984  the  company  sold  all  rights  to  Secure/CICS  to  On- 
Line  Software  International  for  $250,000. 

• Revenue  for  the  three  months  ending  December  1985  was  $7.8  million, 
compared  to  $6  million  for  the  same  period  in  1984.  Net  income  was 
$266,000,  compared  to  losses  of  $480,000  for  the  comparable  period  a year 
ago. 

• Boole  & Babbage  currently  has  one  subsidiary  as  follows: 

The  European  Software  Company  is  a wholly  owned  subsidiary 
marketing  Boole  & Babbage's  software  products  in  Europe.  Head- 
quartered in  Dublin,  Ireland,  the  company  has  82  employees  in  ten 
countries. 

• As  of  September  1985  Boole  & Babbage  had  298  employees.  The  company 
currently  has  266  employees,  segmented  as  follows: 


Marketing/sales 

107 

Customer  support 

48 

Research  and  development 

60 

General  and  administrative 

51 

266 

• Major  competition  for  Boole  & Babbage  software  products  comes  from  Candle 
Corporation,  IBM,  and  Morino  Associates. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  54%  of  Boole  & Babbage's  fiscal  1985  revenue  was  derived 
from  systems  software  products,  39%  from  software  maintenance,  and  7% 
from  consulting  and  education  professional  services.  A three-year  summary 
of  source  of  revenue  follows  ($  millions): 
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• Boole  & Babbage's  systems  software  products  are  designed  for  IBM  and 
compatible  mainframes.  The  majority  of  the  market  for  the  company's 
products  comprises  major  corporations  and  eduational  and  government  organi- 
zations that  use  DOS/VSE,  VM,  VM/XA,  MVS,  and  MVS/XA  operating  systems 
with  or  without  the  IMS  or  CICS  subsystem.  Boole  & Babbage  currently  has 
more  than  4,000  products  installed  at  more  than  2,000  sites  worldwide. 

• Products  currently  offered  by  Boole  & Babbage  include  the  following: 


Performance  Reporter  produces  performance  reports  and  graphs  to  aid 
in  understanding  an  IMS  system  through  off-line  analysis.  There  are 
currently  463  systems  installed. 


Transaction  Accountant  provides  cost  accounting  and  related  charge- 
back  facilities  to  determine  the  cost  of  various  IMS  applications  and  to 
allocate  these  costs  to  users.  There  are  currently  364  systems 
installed. 

Workload  Monitor  monitors  IMS  subsystem  workloads  and  automatically 
warns  when  activity  exceeds  capacity  or  service  degrades  below 
predetermined  user-defined  levels  of  service.  There  are  currently  327 
systems  installed. 

Workload  Analyzer  analyzes  the  performance  of  specific  IMS  subsystem 
transactions  or  workloads  in  realtime  to  aid  in  determining  the  cause  of 
service  degradation.  There  are  currently  202  systems  installed. 

Resource  Monitor  monitors  use  of  IMS  subsystem  resources  and 
automatically  warns  when  resource  utilization  exceeds  desired  levels. 
There  are  currently  381  systems  installed. 
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Resource  Analyzer  provides  detailed  activity  status  information 
regarding  the  resources  of  the  IMS  subsystem  in  realtime.  There  are 
currently  415  systems  installed. 

System  Manager  automatically  starts,  reassigns,  or  stops  IMS  resources 
in  order  to  enhance  both  optimum  use  of  resources  and  the  fulfillment 
of  performance  objectives  using  information  generated  by  MVS,  IMS, 
the  company's  older  products,  or  conditions  defined  by  the  user.  There 
are  currently  195  systems  installed. 

Resolve  performs  the  functions  of  the  Resource  Analyzer,  Workload 
Analyzer,  and  Resource  Monitor  in  the  MVS  and  MVS/XA  environ- 
ment. There  are  currently  796  systems  installed. 

CMF/Monitor  performs  functions  similar  to  Resource  Analyzer  and 
provides  off-line  reporting  for  the  MVS  and  MVS/XA  environment. 
There  are  currently  764  systems  installed. 

TSA/PPE  helps  to  optimize  system  performance  by  providing  data  on 
computer  use  by  application  programs  and  system  modules.  There  are 
currently  492  systems  installed. 

Performance  Database  (PDB)  stores  historical  information  on  system 
performance,  workload  activity,  resource  utilization,  and  service  level 
indicators.  This  information  is  available  on-line  and  off-line  in  a 
variety  of  formats.  The  PDB  is  licensed  as  part  of  a system  and  not  as 
a standalone  product.  There  are  currently  60  systems  installed. 

MVS/Model  allows  detailed  modeling  of  workloads  and  resource 
configurations  to  produce  comprehensive  information  on  current  and 
future  MVS  systems  operations.  There  are  currently  71  systems 
installed. 

CICS  Manager  provides  users  of  IBM's  CICS  subsystem  with  perform- 
ance information  about  CICS  which  can  be  used  for  determining  the 
causes  of  CICS  performance  problems.  There  are  currently  36  systems 
installed. 

DASD/RM  provides  users  of  Direct  Access  Storage  Devices  (DASD) 
with  information  that  can  be  used  to  analyze  problems  causing  delays 
in  response  time.  There  are  currently  16  systems  installed. 

Workload  Planner  projects  computer  workload  growth  based  on  various 
assumptions  regarding  levels  of  an  organization's  business  activities. 
There  are  currently  27  systems  installed. 

XPF/COBOL  provides  interactive  program  testing  to  increase  produc- 
tivity during  the  testing  phase  of  COBOL  program  development.  There 
are  currently  82  systems  installed. 
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Source/CMS  provides  users  using  IBM's  Conversational  Monitor  System 
(CMS)  for  application  program  development  with  a convenient  and  cost 
effective  system  for  the  management  of  their  source  statement 
libraries.  There  are  currently  20  systems  installed. 

Backup/CMS  allows  users  to  backup  and  restore  mini  disks  formatted 
by  CMS.  There  are  currently  180  systems  installed. 

• The  educational  services  business  of  Boole  & Babbage  was  discontinued  with 
the  sale  of  the  Institute  for  Information  Management. 

Professional  services  were  provided  through  Boole  & Babbage's  former 
Applied  Systems  Engineering  division  which  was  dissolved  in  early 
1986.  Support  services  continue  to  be  provided  through  the  software 
group. 

INDUSTRY  MARKETS 

• Boole  & Babbage  provides  its  software  to  clients  across  industry  sectors, 
including  manufacturing,  banking,  insurance,  telecommunications,  transporta- 
tion, utilities,  retail,  health  care,  education,  and  federal,  state,  and  local 
governments. 

GEOGRAPHIC  MARKETS 

• Approximately  65%  of  Boole  & Babbage's  fiscal  1985  revenue  was  derived 
from  the  U.S.  and  35%  from  Western  Europe.  A three-year  summary  of 
geographic  source  of  revenue  follows  ($  thousands); 


9/85 

9/84 

9/83 

Revenue 

U.S. 

Western  Europe 

$20,628 

10,080 

$22,167 

8,594 

$16,378 

7,753 

Eliminations  (a) 

(2,223) 

(2,427) 

(2,331) 

Total 

$28,485 

$28,334 

$21,800 

(a)  Eliminations  represent  royalties  of  approximately  37.5%  paid  by 
The  European  Software  Company  to  Boole  & Babbage  on  the  sale 
of  Boole  & Babbage  products  under  an  exclusive  European 
distributorship  agreement. 

• U.S.  sales  offices  are  located  in  Atlanta,  Boston,  Chesterfield  (MO),  Culver 
City  (CA),  Dallas,  Englewood  Cliffs  (NJ),  Sunnyvale  (CA),  and  Oakbrook  (IL). 

• The  European  Software  Company  has  offices  in  Belgium,  France,  West 
Germany,  Ireland,  Italy,  The  Netherlands,  Spain,  Sweden,  the  United  Kingdom, 
and  Finland. 


6 of  7 

March  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


BOOLE  & BABBAGE,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Boole  & Babbage  has  the  following  equipment  running  under  MVS  (SP1.3), 
MVS/XA  (SP2.I.2),  TSO/SPF,  VSI,  MVT,  SVS,  VM,  and  DOS  installed  at  its 
Sunnyvale  headquarters.: 

I IBM  4381  Ml. 

1 Magnuson  Model  M80/32. 

I Amdahl  470/V8. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  JULY  1983 


BOOLE  & BABBAGE,  INC. 
5 1 0 Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Jack  E.  van  Kinsbergen,  President  and 
CEO 

Public  Corporation,  OTC 
Total  Employees:  249 
Total  Revenue,  Fiscal  Year  End 
9/30/83:  $21,800,000 


BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/83 

9/82 

9/81 

9/80 

9/79 

Revenue 

$21,800 

$ 15,746 

$ 1 2,309 

$ 1 1 ,857 

$ 9,865 

. Percent  increase 

from  previous  year 

38% 

28% 

4% 

20% 

N/A 

Income  (loss)  before 

taxes  and  extraordinary 

item 

$ 1,777 

$ 1,122 

$ 916 

$ 52 

$ (356) 

. Percent  increase 

from  previous  year 

58% 

22% 

1,662% 

N/A 

N/A 

(Loss)  from  discontinued 

operations 

- 

- 

- 

$ (1,284) 

$ (147) 

Net  income  (loss) 

$ 1,185 

$ 845 

$ 855 

$ (1,280) 

$ (335) 

. Percent  increase 

(decrease)  from 

previous  year 

40% 

1% 

167% 

(282%) 

N/A 

Earnings  (loss)  per 

share 

$ 0.50 

$ 0.36 

$ 0.39 

$ (0.63) 

$ (0.17) 

. Percent  increase 

(decrease)  from 

previous  year 

39% 

(8%) 

162% 

(271%) 

N/A 

• In  February  1984  Boole  & Babbage  made  an  initial  public  offering  of  616,000 
shares  of  common  stock.  Estimated  net  proceeds  to  the  company  of  $4.2  to 
$5.1  million  will  be  used  to  repay  short-term  bank  debt  and  for  working 
capital. 
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SOURCE  OF  REVENUE 

• A three-year  summary  of  Boole  & Babbage's  sources  of  revenue  follows  ($ 
millions): 

9/83  9/82  9/81 

Percent  Percent  Percent 


Revenue 

of  Total 

Revenue 

of  Total 

Revenue 

of  Total 

Software  product 
licenses  (a) 

$ 13.2 

60% 

$ 9.6 

61% 

$ 8.0 

65% 

Software 

maintenance 

$ 7.1 

33% 

$ 5.6 

35% 

$ 4.3 

35% 

Consulting  and 
educational 
services 

$ 1.5 

7% 

$ 0.6 

4% 

Total 

$21.8 

100% 

$ 15.8 

100% 

$ 12.3 

100% 

(a)  Includes  the  portion  of  first-year  maintenance  recognized  during  the  fiscal  year. 


2 of  2 

March  I 984 


© 1984  by  INPUT.  Reproduction  Prohibited 


INPUT 


COMPANY  HIGHLIGHT 


BOOLE  & BABBAGE,  INC. 
510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 


Jack  E.  van  Kinsbergen,  President  and 
CEO 

Private  Corporation 
Total  Employees:  150 
Total  Revenue,  Fiscal  Year  End 
9/30/82:  $15,750,000 


THE  COMPANY 

• Boole  & Babbage,  Inc.,  founded  in  1967,  provides  systems  software  products 
for  computer  performance  and  capacity  management,  security,  and  produc- 
tivity enhancement.  The  company  also  offers  professional  services  consulting 
and  education. 

• In  April  1982  Boole  & Babbage  acquired  certain  assets  of  the  Institute  for 
Software  Engineering  (ISE)  of  Menlo  Park  (CA).  Terms  of  the  acquisition  were 
not  disclosed. 

ISE  provides  computer  services  education  and  consulting,  and  publishes 
various  journals  related  to  the  computer  industry. 

ISE,  with  18  employees  at  the  time  of  the  acquisition,  had  estimated 
revenue  of  $1  million  in  calendar  1981. 

ISE  currently  operates  under  its  original  name  as  a division  of  Boole  & 
Babbage.  Boole  & Babbage's  former  Educational  Services  Division  has 
been  incorporated  into  ISE,  and  all  its  courses,  publications,  and  ser- 
vices are  now  offered  by  that  division. 

• Fiscal  1982  revenue  reached  $15.8  million,  a 28%  increase  over  fiscal  1981 
revenue  of  $12.3  million.  A five-year  revenue  summary  follows: 


BOOLE  & BABBAGE,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/82 

9/81 

9/80 

9/79 

9/78 

Revenue 

. Percent  increase 

$ 15,750 

$ 12,300 

$ 1 1,850 

$ 9,850 

$ 7,800 

from  previous  year 

28% 

4% 

20% 

26% 

36% 
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• Boole  & Babbage  has  two  divisions  and  one  subsidiary  as  follows: 

The  Applied  Software  Engineering  (ASE)  division,  headquartered  in 
Sunnyvale,  provides  capacity  management  professional  services.  ASE 
has  six  employees. 

ISE  operates  as  a division  providing  computer  services  education, 
consulting,  and  related  publications.  Headquartered  in  Sunnyvale,  ISE 
currently  has  10  employees. 

The  European  Software  Company  is  a wholly  owned  subsidiary  market- 
ing Boole  & Babbage's  software  products  in  Europe.  Headquartered  in 
Dublin,  Ireland,  the  company  has  46  employees  in  eight  countries. 

• As  of  September  1982  Boole  & Babbage  had  ISO  employees.  The  company 
currently  has  183  employees  segmented  as  follows: 


Marketing/sales 

68 

Customer  support 

26 

Research  and  development 

63 

General  and  administrative 

183 

• Major  competition  for  Boole  & Babbage  software  products  comes  from  Candle 
Corporation,  IBM,  and  Morino  Associates. 

KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  Boole  & Babbage's  fiscal  1982  revenue  was  derived  from 
systems  software  products,  5%  from  consulting  services,  and  5%  from  related 
education  services  and  publications. 

• Boole  & Babbage's  systems  software  products  are  designed  for  IBM  and  plug 
compatible  mainframes.  There  are  currently  over  2,500  product  installations. 

• In  mid- 1 982  Boole  & Babbage  repackaged  its  capacity  management  software 
tools  and  introduced  the  Capacity  Management  Facilities  (CMF)  family  of 
integrated  software  products  for  the  MVS  operating  environment.  Com- 
ponents currently  available  include: 

CMF/WORKBENCH,  a user  and  utility  interface  providing  on-line 

access  to  all  CMF  components. 

. Full  screen  3270  menu  and  display  panels,  modified  after  IBM's 
System  Productivity  Facility,  are  used. 

. The  on-line  tutorial  acts  as  a learning  and  reference  tool  for 
using  CMF. 
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. Various  graphic  formats  are  available  to  display  results  of  data 
base  queries  or  modeling  exercises. 

CMF/PERFORMANCE  DATA  BASE  (PDB),  a CODASYL  data  base 
management  system,  provides  repository  and  reporting  facilities  for 
analysis  of  historical  performance  data  to  optimize  current  computer 
performance. 

CMF/MODEL  interactively  models  global  features  of  MVS  and  its 
operating  environment  using  queuing  theory  algorithms  to  explore 
future  capacity  needs  and  possible  future  configurations. 

CMF/MONITOR  (formerly  Comprehensive  Management  Facility)  is  the 
source  of  MVS  performance  data  for  CMF/PDB  and  CMF/MODEL. 
CMF/MONITOR  reports  measure  all  critical  system  variables,  including 
CPU,  channel,  and  device  usage;  paging  activity;  memory  utilization; 
and  swapping,  domain,  and  performance  group  characteristics. 

• Also  in  mid- 1 982,  Boole  & Babbage  expanded  and  enhanced  its  line  of  per- 
formance monitoring  and  management  software  tools  for  IBM's  Information 
Management  System  (IMS)  running  under  MVS.  Known  as  IMS  Management 
Facilities  (IMF),  the  product  family  includes: 

Enhancements  to  Boole  & Babbage's  former  CONTROL/I  MS  REAL- 
TIME, now  available  as  three  integrated  products. 

. IMF/RESOURCE  ANALYZER  provides  real-time  displays  to  aid 
the  Master  Terminal  Operator  or  systems  programmer  in  the 
diagnosis  of  resource  consumption  problems. 

. IMF/WORKLOAD  MONITOR  is  an  independent  real-time 
performance  exception  monitor  using  user-defined  thresholds. 

. IMF/RESOURCE  MONITOR  provides  asynchronous  early  warn- 
ings of  potential  resource  problems. 

Enhancements  to  the  company's  former  CONTROL/IMS  product,  now 
available  as  two  products: 

. IMF/PERFORMANCE  REPORTING  is  a batch  IMS  installation 
analysis  system  that  produces  performance  reports  and  plots. 

. IMF/TRANSACTION  ACCOUNTING  provides  batch  financial 
capabilities,  including  a chargeback  facility  to  distribute  the 
expense  of  IMS  processing  to  users  and  a cost  accounting  func- 
tion. 
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New  interactive  IMS  management  products  include: 

. IMF/WORKLOAD  ANALYZER,  which  facilitates  real-time 
investigations  of  the  performance  of  specific  IMS  transactions 
or  workloads. 

. IMF/TREND  MONITOR,  which  uses  workload  and  resource  data 
to  perform  automatic  trend  analyses  over  time. 

. IMF/SYSTEM  EVALUATOR,  which  provides  real-time  reports  on 
the  causes  of  workload  or  resource  problems  and  will  measure, 
correlate,  analyze,  and  recommend  corrective  actions  for 
performance  problems. 

. IMF/SYSTEM  MANAGER,  an  on-line  program  which  controls 
resources  allocated  to  an  IMS  subsystem. 

• Other  software  products  available  from  Boole  & Babbage  Include: 

CMF/VSI,  which  measures  system  utilization  of  hardware  and  software 
and  evaluates  configuration  performance  for  VSI  installations. 
CMF/VSI  gathers  hardware  usage  data  on  the  CPU,  channels,  I/O 
devices,  and  volumes.  Software  data  Is  gathered  on  queuing,  loading  of 
SVCs,  and  virtual  resources  usage.  Approximately  25  standard  reports 
are  available.  CMF/VSI  has  60  installations. 

TSA/PPE,  which  optimizes  system  performance  by  determining  exces- 
sive CPU  usage  by  systems  and  applications  programs.  TSA/PPE  runs 
under  OS,  VS,  and  MVS  and  is  compatible  with  HASP,  ASP,  JES2,  JES3, 
and  TSO.  Analyses  are  presented  in  reports  and  graphics  identifying 
areas  where  CPU  usage  can  be  reduced.  There  are  550  TSA/PPE 
installations. 

CONTROL/SMF,  a combined  performance,  utilization,  cost  accounting, 
and  chargeback  system  running  under  OS,  VS,  and  MVS  that  provides 
tools  for  controlling  the  data  center  environment.  SMF  data  is  used  to 
produce  reports  for  management  control,  cost  control,  performance 
and  utilization,  and  planning  and  forecasting.  Approximately  190 
systems  are  installed. 

CONTROL/CICS,  a software  monitor  running  under  OS,  VS,  and  MVS 
that  provides  resource  accounting  and  system  performance  Information 
for  users  of  IBM's  Customer  Information  Control  System  (CICS). 
CONTROL/CICS  is  specifically  designed  for  chargeback  accounting, 
system  tuning,  planning  and  forecasting,  and  management  control.  It  is 
a low  overhead  monitor  that  reports  on  data  derived  by  examining  calls 
to  specific  CICS  management  modules.  CONTROL/CICS  has  100 
installations. 
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RESOLVE,  an  on-line,  real-time  system  diagnostic  aid  running  under 
OS,  VS,  and  MVS  that  permits  systems  operators,  systems  program- 
mers, and  authorized  terminal  users  to  detect,  diagnose,  and  solve 
systems  problems  before  they  become  critical.  RESOLVE  provides  the 
mechanism  for  rapid  detection  and  solution  of  problems  through  inter- 
active services.  Over  50  diagnostic  and  problem  solving  services  are 
provided.  There  are  490  RESOLVE  installations. 

SECURE,  a comprehensive  security  system  running  under  OS,  VS,  and 
MVS  that  provides  multilevel  access  control  for  data  sets,  applications 
and  systems  programs,  and  the  CPU.  SECURE  can  be  used  to  auto- 
matically audit  accesses  in  order  to  generate  records  on  system  and 
data  use  patterns.  There  are  currently  319  installations  of  SECURE. 

SECURE/CICS,  a security  system  running  under  OS,  VS,  MVS,  and  DOS 
that  protects  an  installation's  CICS  processing  by  providing  multilevel 
access  control  on  operators,  terminals,  access  to  data,  and  sensitive 
systems  and  applications  transactions.  There  are  currently  130 
SECURE/CICS  installations. 

VAM/SPF  (VTAM  Application  Monitor  for  SPF),  a performance  tool 
that  allows  SPF  to  be  used  without  Incurring  TSO  overhead.  VAM/SPF 
operates  under  VTAM  and  MVS  and  permits  continued  use  of  all  SPF 
functions,  allowing  the  user  to  switch  between  VAM/SPF  and  TSO  when 
use  of  non-SPF  transactions  is  required.  No  modifications  to  MVS, 
VTAM,  or  SPF  code  are  necessary  during  the  installation  of  VAM/SPF. 
There  are  currently  30  installations  of  VAM/SPF. 

SCREENFORM,  an  interactive  screen  formatting  system  for  IMS/DC 
and  TSO  running  under  MVS.  There  are  currently  over  40  installations 
of  SCREENFORM. 

• Professional  consulting  services  are  available  through  Boole  & Babbage's  ISE 
subsidiary  and  ASE  division  in  the  areas  of  capacity  and  information  manage- 
ment and  productivity  enhancements. 

• Education  courses  and  workshops  are  offered  by  ISE  in  the  following  areas: 

Capacity  Planning. 

. Capacity  Management  Forum. 

. Capacity  Planning  and  Modeling. 

. Workload  Analysis  and  Forecasting. 

. Hardware  Planning  and  Configuration  Analysis. 

. Standard  Costing  for  Capacity  Management. 

. Predicting  Computer  Performance. 
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System  Management. 

. Software  Physics  and  Systems  Management. 

. MVS  Systems  Management. 

. IMS  Systems  Management. 

. Establishing  Computer  Configuration  Capacity. 

. Advanced  IMS/MVS  Performance. 

INDUSTRY  MARKETS 

• Boole  & Babbage  provides  its  software  and  services  to  clients  across  industry 
sectors. 

GEOGRAPHIC  MARKETS 

• Approximately  50%  of  Boole  & Babbage's  fiscal  1982  revenue  was  derived 
from  the  U.S.  The  remaining  50%  was  derived  from  international  sources, 
including  Australia,  Brazil,  Europe,  Israel,  Japan,  and  South  Africa. 

• U.S.  sales  offices  are  located  in  Atlanta,  Chesterfield  (MO),  Culver  City  (CA), 
Dallas,  Englewood  Cliffs  (NJ),  Falls  Church  (VA),  Sunnyvale  (CA),  and  Oak- 
brook  (IL). 

• The  European  Software  Company  has  offices  in  France,  Germany,  Ireland, 
Italy,  The  Netherlands,  Spain,  Sweden,  and  the  United  Kingdom. 

• ISE  also  maintains  an  office  in  the  United  Kingdom. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Boole  & Babbage  has  the  following  equipment  running  under  MVS  (SPI.3), 
TSO/SPF,  VSI,  MVT,  SVS,  VM,  and  DOS  installed  at  its  Sunnyvale  head- 
quarters: 


I IBM  4341-11. 

I Magnuson  Model  M80/32. 
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BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408) 735-9550 
(800)  538-1872 


a 


Jack  E.  van  Kinsbergen,  President 
and  CEO 

Private  Corporation 
Total  Employees:  125 
Total  Revenues,  Fiscal  Year  End 
9/30/80:  $15,000,000 


THE  COMPANY 

• Boole  & Babbage,  Inc.  (B&B)  was  founded  in  1967  by  Ken  Kolence,  and  by 
present  board  member  David  Katch,  with  venture  capital  from  a group  headed 
by  Franklin  "Pitch"  Johnson,  Jr.  (Chairman  of  the  Board).  Bruce  T.  Coleman 
was  elected  president  and  CEO  in  1972,  succeeding  Kolence,  and  served 
through  August  1978.  Michael  S.  Patitucci  succeeded  Coleman  and  served  as 
president  and  CEO  until  April  7,  1980.  Current  president.  Jack  E.  van 
Kinsbergen  was  elected  president  and  CEO  in  April  1980. 

• Boole  & Babbage  is  a leading  provider  of  software  products  for  performance 
and  capacity  management,  security,  accounting  and  productivity  enhancement 
tools. 

• Since  1972,  B&B  has  been  a profitable  company.  Between  FY  1975  and  FY 
1978,  B&B  revenues  grew  from  approximately  $2  million  to  $8  million.  A 
three-year  summary  of  revenues  follows: 

BOOLE  & BABBAGE,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  Thousands,  FYE  9/30) 

1980  1979  1978 

Total  Revenues  $15,000  $11,563  $7,962 

. Percent  increase 

from  previous  year  30%  45% 


KEY  PRODUCTS  AND  SERVICES 

• All  of  B&B's  revenues  come  from  the  sale  of  systems  software  products  for 
IBM  System/370  or  compatible  mainframes  running  under  OS  or  VS  operating 
systems.  With  a total  of  approximately  2,350  installations,  the  products  are: 

CMF  (Comprehensive  Management  Facility)  is  a performance  evalua- 
tion tool  designed  for  use  with  an  MVS  operating  system.  CMF  provides 
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a comprehensive,  low  overhead  reporting  system  that  aids  in  improving 
the  efficiency  of  system  resources  to  increase  overall  MVS  perform- 
ance. CMF  provides  concise  reports  that  measure  all  critical  system 
variables,  including  CPU,  channel  and  device  usage;  paging  activity; 
memory  utilization;  and  swapping,  domain  and  performance  group 
characteristics.  There  are  currently  470  CMF  installations. 

CMF/VSl  (Comprehensive  Management  Facility  for  VSI)  is  designed  to 
permit  a user  to  measure  utilization  of  system  hardware  and  software 
and  to  evaluate  the  performance  of  an  installation's  current  configura- 
tion. CMF/VSl  gathers  hardware  usage  data  on  the  CPU,  channels,  I/O 
devices  and  volumes.  Software  data  is  gathered  on  queuing,  loading  of 
SVCs  and  the  use  of  virtual  resources.  Approximately  25  standard 
reports  are  available.  CMF/VSl  has  60  installations. 

TSA/PPE  is  designed  to  help  optimize  system  performance  by  providing 
data  on  excessive  CPU  usage  by  application  programs  and  system 
modules.  TSA/PPE  is  compatible  with  HASP,  ASP,  JES2,  JES3,  TSO 
and  MVS.  Analyses  are  presented  in  concise  reports  and  graphics  that 
pinpoint  areas  where  CPU  usage  by  system  and  application  programs 
can  be  reduced.  There  are  455  TSA/PPE  installations. 

CONTROL/SMF  is  a combined  performance,  utilization,  cost 
accounting  and  chargeback  software  system  that  provides  tools  for 
controlling  the  data  center  environment.  SMF  data  is  used  to  produce 
reports  for  management  control,  cost  control,  performance  and  utiliza- 
tion, and  planning  and  forecasting.  Approximately  190  systems  are 
installed. 

CONTROL/IMS  supports  the  IBM  IMS  DB/DC  information  management 
system  and  is  specifically  designed  to  aid  in  performance  evaluation  and 
allocation  of  charges  associated  with  resource  use.  CONTROL/IMS 
provides  vital  controlling  and  accounting  information  that  is  not 
available  through  the  standard  IMS  log.  This  includes  detailed  activity 
on  data  base  resources,  program  resources,  terminal  resources  and 
system  resources.  CONTROL/IMS  has  160  installations. 

CONTROL/IMS  REALTIME  supports  IBM's  IMS/VS  Data  Base/Data 
Communication  System.  CONTROL/IMS  REALTIME  supplies  an  on-line 
performance  facility  that  provides  both  diagnostic  and  functional 
services  for  solutions  to  performance  problems.  It  is  the  only  IMS 
product  that  features  both  diagnostic  and  functional  services  in  an  on- 
line, interactive  mode.  There  are  146  systems  installed. 

CONTROL/CICS  is  a powerful  software  monitor  that  provides  resource 
accounting  and  system  performance  information  for  users  of  IBM's 
Customer  Information  Control  System  (CICS).  CONTROL/CICS  is 
specifically  designed  for  chargeback  accounting,  system  tuning, 
planning  and  forecasting,  and  management  control.  It  is  a low  overhead 
monitor  that  reports  on  data,  derived  by  examining  calls  to  specific 
CICS  management  modules.  CONTROL/CICS  has  93  installations. 
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RESOLVE  is  an  on-line,  realtime  system  diagnostic  aid  that  permits 
system  operators,  system  programmers  and  authorized  terminal  users  to 
detect,  diagnose  and  solve  system  problems  before  they  become 
critical.  RESOLVE  provides  the  mechanism  for  rapid  detection  and 
solution  of  problems  through  interactive  services.  Over  50  diagnostic 
and  problem  solving  services  are  provided.  There  are  404  RESOLVE 
installations. 

SECURE  is  a software  based  security  system  that  provides  in-depth 
protection  without  interfering  with  an  installation's  work  load  proces- 
sing. SECURE  offers  comprehensive  security  by  providing  multilevel 
access  control  not  only  for  data  sets,  application  programs  and  system 
programs,  but  also  for  the  computer  itself.  It  can  also  be  used  to 
automatically  audit  accesses  in  order  to  generate  records  on  system  and 
data  use  patterns.  There  are  currently  319  installations  of  SECURE. 

SECURE/CICS  is  a software  based  security  system  that  provides  in- 
depth  protection  for  an  installation's  CICS  processing.  SECURE/CICS 
offers  comprehensive  security  by  providing  multilevel  access  control  on 
operators,  terminals  and  on  access  to  data  as  well  as  sensitive  system 
and  application  transactions.  There  are  48  SECURE/CICS  installations 
currently. 

VAM/SPF  (VTAM  Application  Monitor  for  SPF)  is  a performance  tool 
that  allows  SPF  to  be  used  without  incurring  TSO  overhead.  VAM/SPF 
is  designed  to  operate  at  installations  utilizing  VTAM  and  the  MVS 
operating  system.  VAM/SPF  allows  the  continued  use  of  all  SPF 
functions,  and  allows  the  user  to  switch  back  and  forth  between 
VAM/SPF  and  TSO  when  use  of  non-SPF  transactions  is  required.  No 
modifications  to  MVS,  VTAM  or  SPF  code  are  necessary  during  the 
installation  of  VAM/SPF.  A new  product,  the  number  of  VAM/SPF 
installations  is  not  available. 


INDUSTRY  MARKETS  B&B  serves  all  industries  using  large  IBM  and  IBM- 
compatible  host  computers. 


GEOGRAPHIC  MARKETS 

• Boole  & Babbage  products  are  marketed  worldwide.  Approximately  60%  of  FY 
I960  revenues  were  derived  from  the  U.S.  The  remaining  40%  of  revenues 
were  international.  B&B  is  represented  in  Europe  by  its  subsidiary.  The 
European  Software  Company. 

• U.S.  sales  offices  are  located  in: 

San  Francisco,  CA. 

Los  Angeles,  CA. 

Chicago,  IL. 
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Dallas,  TX. 

Atlanta,  GA. 

Boston,  MA. 

Detroit,  Ml. 

St.  Louis,  MO. 
Englewood  Cliffs,  NJ. 
Washington,  DC. 


COMPUTER  HARDWARE  AND  SOFTWARE  B&B  operates  its  own  data 
consisting  of  an  IBM-compatible  Magnuson  Model  M80/32  system  runnina 
TSO/SPF,  VS  I,  MVT,  SVS  and  VM. 
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COMPANY  HIGHLIGHT 


BOOLE  & BABBAGE,  INC. 

510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408) 735-9550 
(800) 538-1872 


Franklin  P.  Johnson,  Jr. 
Chairman  and  CEO 
Private  corporation 
Total  employees:  130 
Total  revenues,  fiscal  year  end 
9/30/78:  $7,000,000* 


THE  COMPANY 

• Boole  & Babbage,  Inc.  (B&B)  was  founded  in  1967  by  Ken  Kolence,  and  by 
present  board  member  David  Katch,  with  venture  capital  from  a group  headed 
by  Franklin  "Pitch"  Johnson,  Jr.  (Chairman  of  the  Board).  Bruce  T.  Coleman 
was  elected  President  and  CEO  in  1972,  succeeding  Kolence,  and  served 
through  August  1978.  Johnson  is  the  present  CEO. 

• Boole  & Babbage  provide  tools  for  performance  measurement,  resource 
management,  communication  management,  and  operations. 

• Since  1972  B&B  has  been  a profitable  company.  Between  FY  (September  30) 
1975  and  FY  1978,  B&B  revenues  grew  from  $2  million  to  $7  million,  an  annual 
average  growth  of  52%.  FY  1979  sales  are  expected  to  reach  well  over  $10 
million,  and  management  expects  sales  to  reach  $20  million  by  FY  1981. 


KEY  PRODUCTS  AND  SERVICES 

• All  of  B&B's  revenues  come  from  the  sale  of  systems  software  products  for 
IBM  System/360  CPU  running  under  OS  or  VS  operating  systems.  With  a total 
of  approximately  1 ,400  installations,  the  products  are: 

CMF  (Comprehensive  Measurement  Facility) 

CUE/DSO  (Configuration  Usage  Evaluator/Data  Set  Optimizer) 

TSA/PPE  (Total  System  Analyzer/Problem  Program  Evaluator) 
CAS/CPA  (Computer  Accounting  System/Computer  Performance 
Analysis) 

FMR  (Facility  Management  Reporter) 

CONTROL/IMS 

CONTROL/IMS  Realtime 

CONTROL/CICS 

RESOLVE 

SECURE 

• A communications  management  product  will  be  introduced  in  1979. 


♦Estimate 


October  1978 
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Approximately  40%  of  total  revenues  come  from  the  sale  of  performance 
measurement  products.  CUE/DSO  and  TSA/PPE  together  have  1,200 
installations. 

CUE/DSO  evaluates  usage  of  peripheral  equipment  in  client-specified 
configurations.  It  measures  items  such  as  CPU  execution  activity, 
channels,  devices,  paging  activity,  head  movements,  loading  of  SVCs, 
and  queueing  of  critical  resource  tasks.  The  company  claims  CUE/DSO 
will  increase  throughput,  reduce  bottlenecks,  and  establish  a base  of 
utilization  for  equipment  planning. 

TSA/PPE  generates  about  10%  of  total  revenues.  Used  for  program 
evaluation,  TSA/PPE  does  systems  and  workload  analysis  and  identifies 
program  and  system  areas  of  high  CPU  utilization.  Management 
contends  that  TSA/PPE  can  improve  both  machine  utilization  and 
programmer  training  cost  efficiency  while  reducing  both  turnaround 
time  and  outside  service  costs. 

The  Comprehensive  Management  Facility  (CMF),  introduced  in  October 
1978,  is  a software  measurement  tool  designed  to  provide  the 
information  necessary  to  optimize  IBM  virtual  operating  systems.  It 
consists  of  two  types  of  data  gathering  programs  (extractors):  one  to 
sample  to  operating  system  at  very  frequent  intervals  for  a short  period 
of  time  to  allow  optimization  in  specific  areas;  and  one  to  sample  at  a 
lower  general  system  tuning.  CMF  also  contains  a program  which 
produces  reports  based  on  the  data  gathered  by  the  extractors.  CMF  is 
available  for  MVS  only. 

CAS/CPA/FMR.  Used  for  billing  and  accounting.  CAS/CPA/FMR 
assists  data  center  management  in  making  long-range  systems 
performance  measurements  and  makes  computer  programmers  aware  of 
detail  costs.  Features  include  rate  determinization,  on-line  billing, 
budget  reporting,  and  utilization  and  service  analyses. 

CONTROL/CICS.  A management-oriented  performance  and  accounting 
system  for  CICS,  CONTROL/CICS  provides  performance  data  necessary 
to  make  critical  decisions,  maintain  good  user  relations,  and  improve 
response  time.  The  product  provides  comprehensive  service  level 
reporting,  attention  reporting,  and  trend  analaysis  capabilities,  as  well 
as  complete  CICS  performance  data  for  CPU  usage,  storage  utilization, 
and  I/O  activity. 

CONTROL/IMS.  This  product  is  a resource  utilization  accounting 
system  for  users  of  IBM  IMS-DB/DC  (Information  Management  System- 
Data  Base/Data  Communications).  It  measures  resource  elements  such 
as  DL/I  activity,  terminal  usage,  control  region  overhead,  and  on-line 
and  batch  message  processing. 

CONTROL/IMS  REALTIME.  This  package  is  the  first  on-line  realtime 
IMS  monitor  for  solving  IMS  performance  problems.  REALTIME'S 
informational  and  functional  services  attack  IMS's  major  problem  areas; 
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MFS,  queueing,  scheduling,  region  activity,  buffer  handling,  IMS 
internals,  and  operating  system  interdependence.  CONTROL/ IMS 
REALTIME  monitors  IMS/VS  1.1.3  and  1.1.4  and  runs  on  any  MFS- 
supported  terminal. 

• Approximatly  35%  of  total  revenues  are  generated  through  the  sales  of  the 
three  products  in  the  operations  product  line;  RESOLVE,  RESOLVE/MVS,  and 
SECURE. 

Each  RESOLVE  product  is  a comprehensive  tool  for  diagnosing  and 
treating  computer  throughput  problems.  Although  the  two  products 
have  nearly  fifty  services  in  common,  each  has  a select  set  of  services 
to  help  manage  the  associated  operating  system  environment. 

SECURE  functions  as  a simple,  yet  flexible,  tool  for  use  in  managing, 
auditing,  and  controlling  access  to  computerized  data  in  a compre- 
hensive manner.  SECURE  manages  data  access  based  upon  user 

specified  access  management  definitions.  The  broad  range  of 
restrictive  criteria  provides  SECURE  with  the  flexibility  necessary  to 
adapt  to  differing  user  requirements. 

In  fiscal  year  '79  the  company  is  enhancing  the  product  family  by  extending 
performance  measurement  and  resource  management  to  the  area  of  data 
communications.  The  new  hardware  offering  satisfies  a currently  unfilled 
need  for  information  necessary  to  control  and  manage  a communications 
network.  This  permits  a high  level  of  service  to  be  maintained  in  a cost- 
effective  manner. 

• B&B  programs  run  on  IBM  System/360  Model  50,  System/370  Model  145,  or 
larger  computers,  and  on  equivalent  manufacturers'  computers  (i.e.,  Amdahl, 
Itel,  etc.). 


INDUSTRY  MARKETS  B&B  serves  all  industries  utilizing  large  IBM  and  IBM- 
compatible  host  computers. 


GEOGRAPHIC  MARKETS 

• More  than  90%  of  clients  are  located  in  the  U.S.;  most  of  the  remainder  are  in 
Canada.  U.S.  clients  are  fairly  evenly  distributed  throughout  the  country  with 
some  concentration  in  the  Pacific  and  Northeastern  states.  Boole  & Babbage 
also  markets  internationally  through  licensed  representatives. 

• U.S.  sales  offices  are  located  in: 

Arlington,  VA 
Atlanta,  GA 
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Chicago,  IL 
Dallas,  TX 
Devon,  PA 
El  Segundo,  CA 
Englewood  Cliffs,  NJ 
Houston,  TX 
Marina  Del  Rey,  CA 
Rosemont,  IL 
St.  Louis,  MO 
San  Francisco,  CA 
Southfield,  Ml 
Boston,  MA 
Detroit,  Ml 


COMPUTER  HARDWARE  AND  SOFTWARE  B&B  now  uses  RJE  terminals,  TSO,  and 
MENTEXT  to  access  an  IBM  System/370  Model  158  at  Rand  Information  Systems 
(formerly  Brandon  Applied  Systems). 
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BOOLE  & BABBAGE,  INC. 
510  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  735-9550 
(800)  538-1872 


COMPANY  HIGHLIGHT 


Bi'uee  T.  *C'UlLmoni»  President 
Private  Corporation  ^ 

Total  employees:  105 


Total  revenues,  fiscal  year 
end  9l2>Om-.  $6,000,000* 


THE  COMPANY 


• Boole  & Babbage,  Inc.  (B&B)  was  founded  in  1967  by  Ken  Kolence  and 
David  Katch  (both  Board  members)  with  venture  capital  assistance 
from  Franklin  "Pitch"  Johnson  (Chairman  of  the  Board) . Bruce 
Coleman  was  hired  as  President  in  1970  and  given  a charter  to 
increase  the  company's  marketing  skills  and  tighten  financial  controls. 

• Since  1970  B&B  has  become  profitable.  Between  FY  1975  and  FY  1977, 

B&B  revenues  grew  from  $2  million  to  $6  million,  an  annual  average 
rate  of  73%.  FY  1978  sales  are  expected  to  reach  $7.1  million,  a 
growth  of  18%  over  FY  1977.  Management  expects  sales  to  reach 

$12  million  by  FY  1981,  an  annual  average  growth  of  19%. 

• Boole  & Babbage  provides  systems  testing  and  measurement  software  for 
IBM  System/360  and  370s. 


KEY  PRODUCTS  AND  SERVICES 

• All  of  B&B's  revenues  come  from  the  sale  of  systems  software  products 
for  IBM  System  360/370  running  under  OS  or  OS/VS.  With  a total  of 
1200  installations,  the  products  are  CUE/DSO  (Configuration  Usage 
Evaluator /Data  Set  Optimizer) , TSA/PPE  (Total  System  Analyzer/Problem 
Program  Evaluator) , CAS/CPA  (Computer  Accounting  System/ Computer 
Performance  Analysis) , APO  (the  Automatic  Approach  to  memory  Optimiza- 
tion) , CONTROL/IMS,  resolve  II,  DFP  (Dump  Formatting  Program),  and 
DISKPLAY  (DOS). 

• Approximately  40%  of  total  revenues  comes  from  the  sale  of  CUE/DSO. 
CUE/DSO  and  TSA/PPE  together  have  1150  installations.  CUE/DSO 
evaluates  usage  of  peripheral  equipment  in  client-specified  configura- 
tions. It  measures  items  such  as  CPU  execution  activity,  channels, 
devices,  paging  activity,  head  movements,  loading  of  SVCs,  and  queuing 
of  critical  resource  tasks.  The  company  claims  CUE/DSO  will  increase 
throughput,  reduce  bottlenecks,  and  establish  a base  of  utilization 
for  equipment  planning. 
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• TSA/PPE  generates  about  35%  of  total  revenues.  Used  for  program 
evaluation,  TSA/PPE  does  systems  and  workload  analysis  and 
identifies  program  and  system  areas  of  high  CPU  utilization. 

Management  contends  that  TSA/PPE  can  improve  both  machine  utiliza- 
tion and  programmer  training  cost  efficiency  while  reducing  both 
turnaround  time  and  outside  service  costs. 

• B&B's  other  software  produces  the  remaining  25%  of  revenues.  The 
products  are: 

- CAS/CPA.  Used  for  billing  and  accounting,  it  assists  computer 
management  in  making  long-range  systems  performance  measurements 
and  assists  computer  programmers  in  being  aware  of  costs.  Features 
include  rate  determinization,  on-line  billing,  budget  reporting, 
and  utilization  and  service  analyses. 

- APO.  It  automatically  analyzes  and  restructures  load  modules  to 
reduce  memory  utilization  and  thereby  reduce  system  overhead  and 
overall  CPU  usage.  Management  claims  it  works  on  any  program  and 
has  increased  throughput  by  as  much  as  25%. 

- CONTROL/IMS.  It  is  a resource  utilization  accounting  system  for 
users  of  IBM  IMS-DB/DC.  (Information  Management  System  Data  Base 
Communications).  It  measures  resource  elements  such  as  DL/1 
activity,  terminals  usage,  control  region  overheads,  message 
processing,  and  batch  message  processing. 

- RESOLVE  II.  It  works  to  improve  operational  efficiency  on  IBM 
mainframes  running  under  OS,  VS,  and  MVS  and  will  itself  run  under 
MFT,  MVT,  VS/1,  SVS,  MVS,  HASP,  and  ASP.  RESOLVE  II  is  an  on-line 
diagnostic , and  problem  solving  tool  for  computer  operations 
difficulties  such  as  outages  and  system  sluggishness. 

- DFP  (Dump  Formattting  Program)  One  of  B&B's  two  mail-order  soft- 
ware packages,  DFP  is  a diagnostic  tool  which  allows  users  to 
interpret  all  internal  tables  in  the  event  of  an  abnormal  program 
ending.  It  will  run  under  MFT,  MVT,  VS/1,  and  SVS. 

- DISKPLAY.  B&B's  other  mail  order  program,  DISKPLAY  maximizes  disk 
storage  and  maximizes  current  and  forecasts  future  disk  storage 
requirements.  It  graphically  shows  DOS  users  the  locations  of 
current  data  sets  and  the  free  space  on  packs. 

• All  B&B  programs  run  on  IBM  360/50,  370/145,  or  larger  computers. 


INDUSTRY  MARKETS  B&B  serves  all  industries  utilizing  large  IBM  host 
computers . 
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GEOGRAPHIC  MARKETS 


• More  than  90%  of  clients  are  located  in  the  U.S.;  the  remainder 
are  in  Canada.  U.S.  clients  are  fairly  evenly  distributed  through- 
out the  country  with  some  concentration  in  the  Pacific  and  North- 
eastern states. 

• U.S.  Sales  offices  are  located  in  Arlington,  VA;  Atlanta,  GA;  Chicago, 

IL;  Dallas,  TX;  Devon,  PA:  El  Segundo,  CA;  Englewood  Cliffs,  NJ; 

Houston,  TX;  Marina  Del  Rey,  CA;  Rosemont,  IL;  St.  Louis,  MO; 

San  Francisco,  CA;  Southfield,  MI. 


COMPUTER  HARDWARE  AND  SOFTWARE  B&B  now  uses  RJE  terminals  to  access  an 
IBM  System  370/158  at  Brandon  Applied  Systems.  It  used  to  access  the 
Computer  Usage  Corporation  Amdahl  370  4/6. 
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COMPANY  HIGHLIGHT 


BOOLE  & BABBAGE,  INC.  Bruce  T.  Coleman,  President 

850  Stewart  Drive  Private  Corporation 

Sunnyvale,  CA  94086 
(408)  735-9550 

Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  9/75:  $2,000,000  E* 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services : 60 

KEY  PRODUCTS /SERVICES  I All  of  B&B's  sales  are  derived  from  software 
products.  Key  products  are  used  for  performance  measurement: 

• PPE,  Problem  Program  Evaluator:  for  program  evaluation. 

PPE  samples  programs  to  report  activity  of  certain  segments 
of  program  code.  Inefficiencies  commonly  identified 
include  excessive  I/O  time,  poor  iterative  procedures, 

and  residency  of  supervisory  modules.  It  can  be  used  with 
360  and  370  equipment  under  DOS,  OS  and  OS/VS. 

• CUE,  Configuration  Utilization  Evaluator:  for  evaluation 

of  peripheral  usage  in  specified  configurations.  It 
operates  on  IBM  360  and  370  equipment  under  OS  or  OS/VS. 

• SMS/CAS,  System  Measurement  Software/Computer  Accounting 

System:  for  billing  and  accounting.  It  is  intended  to 

make  programmers  aware  of  costs  and  help  provide  long- 
range  system  performance  measures.  It  operates  on  IBM 
360  and  370  equipment  under  OS,  OS/VS  and  TSO. 

APPLICATIONS : None.  Products  are  strictly  systems  oriented. 

INDUSTRY  MARKETS:  B&B  serves  all  industries.  Products  are  equally 

usable  by  all  industries. 

GEOGRAPHIC  MARKETS:  Over  90%  of  the  customers  are  distributed  through- 

out the  U.S.,  with  slight  concentration  in  the  Northeast  and  Pacific 
states.  Sales  offices  are  located  in  the  following  cities: 

Atlanta,  GA  Lanham,  MD 

Chicago,  IL  Los  Angeles,  CA 

Dallas,  TX  San  Francisco,  CA 

Englewood  Cliffs,  NJ  Southfield,  MI 

Cambridge,  Ontario,  Canada 

*E-  sales  estimated  by  INPUT. 
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COMPUTER  HARDWARE  AND  SOFTWARE:  B&B  is  among  the  growing  number  of 

computer  services  firms  to  use  Amdahl  equipment: 

1 Amdahl  470/V6  OS 

OVERALL  ASSESSMENT  AND  TRENDS:  Boole  and  Babbbage  was  founded  by 

Ken  Kolence  and  David  Katch  in  1967.  They  are  now  members  of  the 
board.  Venture  capitalist  Franklin  "Pitch"  Johnson,  was  approached 
about  investing  in  B&B.  After  analyzing  both  the  industry  and  the 
company  carefully  the  group  invested  $30,000  initially.  Much  has 
been  invested  since  that  time,  and  Johnson  is  now  the  Chairman  of 
the  Board.  In  1970  Johnson  determined  that  what  the  company  needed 
was  more  marketing  emphasis  and  better  financial  control,  and  so 
Bruce  Coleman  was  hired  to  implement  these  objectives  as  President. 
Within  a year  Coleman,  Harvard  Business  School  Graduate  and  ex-IBMer, 
turned  the  company  around.  Sales  should  increase  fourfold  by  1980. 
The  investor  group  is  finally  seeing  some  payback  return  on  its 
investment . 


In  addition  to  Pitch  Johnson  and  Bruce  Coleman,  top  management 
includes  R.  C.  Coolidge,  Vice  President  of  Marketing  and  E.  H. 
Goss,  Secretary.  Also,  Tom  O'Rourke,  President  of  Tymshare,  Inc. 
has  recently  become  a member  of  the  board,  which  was  a wise  move. 
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BOOTHE  COMPUTER  CORPORATION 
Bank  of  America  Center 
555  California  Street,  Suite  5000 
San  Francisco,  California  94104 
(415)  989-6580 


/ 

D.P.  Boothe,  Jr.,  Chairman 
of  the  Board,  President^ 
and  Chief  Executive  Officer 
Public  Corporation 


Total  Computer  Services  Sales 
as  of  FY  ending  12/75:  $22,189,000 

Total  Company  Sales 

as  of  FY  ending  12/75:  $41,033,000 

NUMBER  OF  EMPLOYEES  engaged  in  computer  services : 65 

Total  employees : 600 

KEY  PRODUCTS /SERVICES : Boothe  is  a third-party  lessor  of  IBM  360 

computers.  Its  primary  subsidiary.  Courier  Terminal  Systems,  Inc., 
manufactures  and  leases  cathode  ray  tube  terminals , which  are  com- 
patible with  IBM  360  and  370  equipment.  Roughly  a third  of  its 
$18.6  million  revenues  in  1975  were  from  terminal  leases. 

APPLICATIONS : Boothe  has  not  developed  applications.  Leasing 

business  is  systems  oriented,  leaving  applications  development 
up  to  the  user. 

INDUSTRY  MARKETS:  Leasing  revenues  are  quite  evenly  distributed 

across  several  industries,  with  some  concentration  in  government, 
utilities  and  distribution. 

• State,  local  and  federal  governments  accounted  for  15.5%  of 
Courier's  1975  revenues. 

• Courier  also  provides  terminals  to  a subsidiary  of  International 
Telephone  and  Telegraph  in  England  on  an  OEM  basis.  Thus,  ITT 
markets  these  terminals  as  part  of  its  3280  product  line. 

• In  late  1975  Courier  acquired  Transactron,  Inc.,  which  provided 
point-of-sale  terminals  to  McDonald's  restaurants.  Courier  is 
now  developing  a new  terminal  for  McDonalds  which  will  be 
provided  in  the  near  future. 

GEOGRAPHIC  MARKETS : About  25%  of  Boothe's  revenues  come  from 

outside  the  U.S.,  mostly  Europe.  Sales  in  the  U.S.  are  distributed 
throughout  the  country  with  some  concentration  in  the  Pacific  states. 
North  central  and  South  central  regions.  Regional  offices  are 
located  in: 

• Dallas,  Texas 

• Los  Angeles , California 

• Arlington  Heights,  Illinois 
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Subsidiaries  and  locations  are  as  follows: 


• Courier  Terminal  Systems,  Inc. 

• Boothe  Financial  Services,  Inc. 

• Boothe  Computer  Ltd. 

• Boothe  Computer  International  AG 
(which  has  operations  in  Germany 
and  Italy  as  well) 

• PSC  Technology,  Inc. 

(operations  to  be  discontinued 
in  1976) 

COMPUTER  HARDWARE  AND  SOFTWARE:  Boothe  leases  strictly  IBM  360 

computer  equipment.  Courier  provides  the  E260  and  the  C270  terminals, 
which  are  compatible  with  the  IBM  360  and  370  computers  respectively. 

OVERALL  ASSESSMENT  AND  TRENDS:  Three  years  of  consecutive  losses 

have  created  difficulties  for  the  Computer  Leasing  Group.  As  shown 
in  the  table  on  the  following  page,  income  of  $0.7  million  in  1975 
turned  this  trend.  Revenues  for  the  leasing  group  have  continued 
to  decline  for  the  past  five  years.  This  trend  is  not  likely  to 
reverse,  due  primarily  to  the  poor  market  for  third  party— leased 
360  equipment  that  resulted  principally  from  the  370  line  introduced 
in  1971.  Boothe  acquired  all  of  its  360  equipment  prior  to  1971  at 
an  original  cost  of  $166,000,000.  During  the  past  two  years  about 
25%  of  this  equipment  has  been  sold  off. 

As  it  became  clear  to  management  that  it  must  find  another  product 
to  lease  or  another  line  of  business,  Boothe  began  concentrating 
efforts  and  hope  in  Courier . As  indicated  by  the  table  on  the 
following  page.  Courier  has  grown  at  an  impressive  rate  since  1971. 

In  addition  to  its  1975  sales  of  $18.6  million,  the  firm  has  an 
order  backlog  of  $25,000,000  for  its  C270  line. 


Phoenix,  Arizona 
San  Francisco,  California 
Etobicoke,  Ontario,  Canada 
Zurich,  Switzerland 

Glendale,  California 


Rapid  growth  has  increased  Courier's  need  for  cash  in  1976  above 
the  $12,000,000  presently  available  through  a single  bank  loan. 

The  parent  is  prevented  from  investing  any  more  funds  in  Courier 
by  a credit  agreement,  which  means  that  Courier  will  be  forced  to 
obtain  equity  financing  or  subordinated  debt  (both  of  which  are 
expensive) , if  it  is  unable  to  arrange  increased  borrowings  from 
an  independent  source.  Financing  concerns  such  as  this  have  been 
a major  concern  to  management.  In  addition,  what  to  market  after 
370  equipment  becomes  obsolete,  as  the  360  line  has,  is  a matter 
with  which  Boothe  and  other  computer  companies  will  have  to  contend. 
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FINANCIAL  HISTORY  FOR  BOOTHE  COMPUTER  CORPORATION 

1971-1975 

Year 

Computer  Leasing  Group 

Courier  Terminal 

Systems,  Inc. 

Revenue 

Income 

(loss) 

Revenue 

Income 

(loss) 

1971 

$48,380,000 

$6,542,000 

$ 921,000 

($854,000) 

1972 

37,144,000 

(37,742,000) 

2,986,000 

(4,059,000) 

1973 

35,018,000 

(16,126,000) 

5,835,000 

(2,354,000) 

1974 

28,593,000 

( 1,680,000) 

8,293,000 

(1,412,000) 

1975 

22,189,000 

731,000 

18,570,000 

1,525,000 

* Not  shown  is  a small  portion  of  revenues  contributed  by  other 
divisions.  In  1975  this  amounted  to  $274,000,  or  .7%  of  total 
revenues . 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


January  1997 

Booz  Allen  & Hamilton 


Chairman  & CEO:  William  F.  Stasior 

President,  Worldwide  Commercial 
Business:  Brian  N.  Dickie 

President,  Worldwide  Technology 
Business:  Ralph  W.  Shrader 

8283  Greensboro  Drive 
McLean,  VA  22102 

Phone:  (703)  902-5000 

Fax:  (703)  902-3333 

Internet:  http://www.bah.com 


Status; 

Employees: 

Sales: 

Fiscal  Year  End: 


Private 
7,100  (12/96) 
$1,100,000,000 
3/31/96 


Key  Points 

• Booz-Allen  & Hamilton  (Booz-Allen)  is  an 
international  management  and  technology 
consulting  firm. 

• In  September  1996,  Booz-Allen  won  the 
General  Services  Administration’s 
Telecommunications  Support  Contract  2 
(TSC2),  with  a potential  value  of  $620 
million.  The  firm  is  provichng  full 


telecommunications  life-cycle  support, 
including  planning,  analytical,  acquisition, 
installation,  integration,  implementation, 
operations,  and  maintenance  support  for 
any  federal  department  and  agency 
worldwide. 

• In  June  1996,  Booz-Allen  won  a five-year, 
$28  million  contract  to  support  the  DoD’s 
Anti-Drug  Network  (ADNET)  program.  The 
firm  is  providing  systems  and 
communications  engineering;  hardware  and 
software  integration,  test,  and  evaluation; 
and  deployment  and  installation  services. 
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• Booz-Allen  opened  offices  in  Mumbai, 
Pretoria,  Seoul,  and  Shanghai  in  1996. 

• In  June  1996,  Booz-Allen  won  a Department 
of  Tran.sportation  (DOT)  contract  to  provide 
a range  of  information  technology  security 
services,  including  information,  computer, 
and  telecommunications  security,  incident 
response,  and  virus  detection. 

• During  1996,  Booz-Allen  launched  the  first 
Global  Business  Book  Awards  in  conjunction 
with  The  Financial  Times  and  completed  the 
first  year  of  publication  of  its  quarterly 
Journal  of  Strategy  & Business. 

• In  the  summer  and  fall  of  1996,  Booz-Allen 
conducted  two  studies  on  the  future  of 
Internet  hanking  in  the  U.S.  and  Europe. 

• The  firm  also  conducted  research  on  a 
variety  of  subjects,  including  innovation, 
value  engineering,  restructuring  for  growth, 
and  IT  transformation. 

Company  Description 

Booz-Allen,  founded  in  1914,  is  a privately 
held  global  management  and  technology 
consulting  firm  providing  services  in  strategy, 
systems,  operations,  and  technology  to  large 
industrial  and  service  corporations  worldwide, 
departments  and  agencies  of  the  U.S.  federal 
government,  and  major  foreign  institutions 
and  governments. 

Organization  and  Structure 

Booz-Allen,  headquartered  in  McLean  (VA),  is 
a private  corporation  with  more  than  80 
offices  on  six  continents. 

Domestic  offices  are  located  in  Albuquerque 
(NM):  Arlington,  Chantilly,  Chesapeake, 
Dahlgren,  Falls  Church,  McLean,  and  Vienna 
(VA);  Atlanta  (GA);  Baltimore,  Bel  Air, 
Germantown,  Lexington  Park,  Linthicum,  and 
Seabrook  (MD);  Bedford  and  Boston  (MA); 


Bedford,  Dallas,  Houston,  and  San  Antonio 
(TX):  Charleston  (SC);  Chicago  (IL);  Cleveland 
and  Dayton  (OH);  Colorado  Springs  (CO); 
Eatontown,  Florham  Park,  and  Newark  (NJ), 
Fayetteville  (NC);  Fort  Walton  Beach  and 
Tampa  (FL);  Huntsville  (AL);  Los  Angeles, 
Sacramento,  San  Diego,  San  Francisco,  and 
Sunnyvale  (CA);  New  York  and  Rome  (NY); 

St.  Louis  and  Weston  (MO);  and  Warren  (MI). 

International  offices  are  located  in  Abu  Dhabi 
(United  Arab  Emirates),  Amsterdam  (the 
Netherlands),  Bangkok  (Thailand),  Bogota 
(Colombia),  Buenos  Aires  (Argentina),  Caracas 
(Venezuela),  Dusseldorf,  Frankfurt,  and 
Munich  (Germany),  Hong  Kong,  Djakarta 
(Indonesia),  London  (U.K.),  Melbourne  and 
Sydney  (Australia),  Mexico  City  (Mexico), 
Milan  (Italy),  Montreal  and  Ottawa  (Canada), 
Mumbai  (India),  Panama  City  (Panama), 

Paris  (France),  Pretoria  (S.  Africa),  Sao  Paulo 
(Brazil),  Seoul  (Korea),  Shanghai  (China), 
Singapore,  Tokyo  (Japan),  and  Warsaw 
(Poland). 

Booz-Allen  is  organized  into  two  major 
business  sectors: 

• The  Worldwide  Commercial  Business 
(WCB),  headed  hy  Brian  N.  Dickie,  primarily 
serves  major  global  corporations  through 
customized  multifunctional  teams  of 
professionals.  This  sector’s  primary 
information  services-related  activities  are  in 
the  area  of  IT  strategy  and  implementation 
for  commercial  clients. 

- Booz-Allen  professionals  develop  expertise 
in  the  following  functional  areas: 

• Strategy 

• Operations  Management 

• Information  Technology 

• Organization/Change  Management 
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- WCB  is  organized  into  global  industry 
“professional  communities”  providing 
expertise  in  strategy,  operations,  and 
systems  technology: 

• Marketing  Intensive  Group  (MIG) — 
Consumer  Products,  Retailing,  Media 

. Financial  Services  Group  (FSG) — Banks, 
Insurance,  Health  Care 

• Engineering/Manufacturing  Group 
(EMG) — Aerospace,  Automotive, 
Industrial  Products 

• Energy/Chemicals  Group  (EGG) — 
Utilities,  Oil  and  Gas,  Chemicals, 
Pharmaceuticals 

• Communications,  Computing,  and 
Electronics  Group  (CCE) 

• The  Worldwide  Technology  Business  (WTB), 
headed  by  Ralph  W.  Shrader,  offers  a wide 
range  of  information  services-related 
function,  primarily  to  government  clients. 
Services  include  systems  integration, 
software  development,  and  systems 
operations  management.  The  WTB  focuses 
on  technology,  engineering,  and 
management  services  and  systems 
development/systems  integration. 

- The  WTB  is  organized  by  market  teams 
focused  on  the  defense  and  national 
security  markets,  the  civil  government 
market,  and  the  international  market. 
WTB  has  expertise  in  the  areas  of: 

. Information  Technology 

• Telecommunications  and  C3 

• Tran.sportation  and  Space 
. Defense  and  Intelligence 

• Environment  and  Energy 
. International  Projects 

• Management  Sciences 


Company  Strategy 

Booz-Allen’s  mission  statement  is: 

To  he  the  absolute  best  management  and 
technology  consulting  firm  measured  by  the 
value  we  deliver  to  our  clients  and  by  our  spirit 
of  partnership. 

The  Worldwide  Commercial  Business’  service 
mission  is: 

• To  work  with  the  world’s  leading 
corporations  to  help  them  define  and  achieve 
ever-increasing  levels  of  world-class 
performance 

• To  help  clients  design  and  execute  programs 
of  strategic  and  operational  change  and 
huild  their  capabilities  for  continuous 
improvement 

• To  bring  to  this  challenge  an  unmatched 
ability  to  integrate  global  industry 
understanding  and  leading-edge  expertise  in 
the  disciplines  of  strategy,  organization, 
operations,  information  technology,  and 
change  management 

• To  commit  both  a highly  trained  team  of 
talented  professionals  and  the  intellectual 
capital  and  accumulated  learning  of  the  firm 
to  every  client  program 

• The  firm  measures  its  performance  by  the 
magnitude  of  improvement  in  business 
results  that  it  helps  its  clients  achieve. 

The  Worldwide  Technology  Business’  service 
mission  is: 

• To  serve  government  agencies,  institutions, 
and  corporations  in  targeted  global  markets 
to  help  them  achieve  their  mission.s — ^by 
making  their  missions  Booz-Allen's  mission 

• To  build  long-term  relationships  and  offer 
the  full  range  of  the  firm’s  services  to  meet 
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clients’  needs,  from  mission  definition 
through  operations  support 

• To  bring  to  bear  superior  understanding  of 
the  client’s  environment,  coupled  with 
outstanding  functional  expertise  in 
management,  technology,  and  engineering 
disciplines,  to  create  tailored  solutions  to 
meet  key  client  challenges 

Financials 

Booz-Allen’s  fiscal  1996  sales  reached  $1.1 
billion. 

Revenue  Analysis  by  Product/ Service 

It  is  estimated  that  approximately  30%  of 
Booz-Allen’s  fiscal  1996  worldwide  revenue 
was  derived  from  IT-related  activities, 
segmented  approximately  as  follows: 


Professional  services 60% 

Systems  integration 35% 

Software 5% 


100% 

Market  Financials 

Booz-Allen’s  fiscal  1996  worldwide  revenue 
was  segmented  by  industry  approximately  as 
follows: 


Government 40% 

Financial 15% 

Manufacturing 15% 

Products 10% 

Computing  and  telecom- 
munications  10% 

Energy  and  chemicals 10% 


100% 

Geographic  Markets 

INPUT  estimates  that  approximately  70%  of 
Booz-Allen’s  fiscal  1996  revenue  was  derived 
from  the  U.S.,  and  the  remaining  30%  from 
international  sources. 


Employees 

As  of  December  1,  1996,  Booz- Allen  had 
approximately  7,100  personnel  worldwide,  of 
which  236  were  officers  of  the  firm. 

Key  Products  and  Services 

Worldwide  Commercial  Business  (WCB) 

The  WCB  works  with  major  corporations  on 
cross-functional  and  organizational  issues 
often  addressed  by  renewal,  productivity 
improvement,  innovation,  growth 
management,  acqufsitions,  and  business 
restructuring. 

The  WCB  uses  an  interdisciplinary  approach, 
combining  industry  expertise  with  functional 
approaches.  Customized  multifunctional 
teams  are  formed  for  each  client,  providing 
expertise  in  operations  management, 
information  technology,  applied  strategy,  and 
organization/change  management. 

Services  offered  by  the  WCB  groups  and 
representative  examples  of  assignments  are 
summarized  below. 

Information  Technology  Group  (ITG) — ITG 
teams  work  with  clients  from  a wide  range  of 
industries  to  help  improve  information 
technology  performance.  Major  activities 
include  strategic  application  of  information 
systems,  business  process  engineering,  cost 
restructuring,  executive  information  systems, 
strategic  systems  design.  Year  2000  strategy 
and  solutions,  and  systems  implementation. 

• In  1993,  for  Standard  & Poor's,  the  ITG  was 
asked  to  help  in  an  18-month  project  to  build 
a new  relational  database,  class  library,  and 
suite  of  related  analysis  and  publications 
applications.  Booz- Allen  helped  determine 
the  data  architecture,  led  certain 
development  efforts,  and  was  used  to  locate 
and  bring  in  key  consultants,  such  as  the 
object  architect. 


Page  4 of  9 


© INPUT  1997.  Reproduction  prohibited 


Booz-Allen  & Hamilton 
January  1997 


INPUT  Vendor  Profile 


Marketing  In  tensive  Group  (MIG) — This  group 
provides  services  to  clients  in  consumer 
products  and  services,  including  media  and 
communication,  food  and  packaged  goods, 
consumer  durables,  retailing  and  distribution, 
agribusiness,  and  transportation.  The  group 
focuses  on  top  management  business  issues 
including  corporate  strategy,  revenue  growth 
programs,  organizational  restructuring, 
marketing  and  sales,  information  technology, 
advertising  and  promotion  effectiveness, 
media  deployment,  and  acquisition  analysis. 

• For  a Japanese  auto  company,  the  MIG 
team  defined  and  segmented  the  current 
market,  identifying  existing  and  potential 
brand  images,  and  developed  a strategy  for 
a strong  brand  image  in  Europe. 

Financial  Services  Group  (FSG) — The  FSG 
provides  consulting  services  to  assist  banking, 
insurance,  capital  markets,  and  diversified 
financial  services  companies  in  build 
ingcapabilities  to  achieve  step-change 
performance  improvement,  including  more 
focused  customer  management,  more  tailored 
business  systems,  superior  risk  management, 
and  organizational  approaches  to  manage 
change. 

• For  a major  financial  services  firm,  an  FSG 
team  worked  with  the  client’s  management 
to  develop,  test-market,  and  introduce  a new 
kind  of  credit  card. 

Engmeering/ Manufacturing  Group  (EMG) — 
This  group  helps  clients  create  capabilities  in 
developing  and  supplying  products  and 
services,  focusing  on  four  industries:  the 
aerospace  manufacturers  and  airliners; 
automotive  vehicle  manufacturers, 
components  suppliers,  and  the  aftermarkets; 
engineered  products  such  as  trucks,  farm 
equipment,  locomotives,  and  turbines;  and 
building  products,  including  durables  used  in 
residential  and  commercial  construction. 


• For  a major  airline  and  its  European  aircraft 
manufacturer  that  was  a year  late  in 
supplying  its  client  with  40  airplanes,  the 
EMG  team  was  called  upon  to  improve  and 
implement  processes  to  speed  production. 

Energy /Chemicals  Group  (ECG) — The  EGG 
works  with  the  management  of  leading 
companies  in  the  utilities,  oil  and  gas, 
chemicals,  and  pharmaceuticals  industries  on 
a broad  range  of  management  kssues, 
providing  strategy,  marketing,  organizational, 
operations  restructuring,  information  systems, 
and  technology  consulting  services. 

• For  an  international  cosmetics  company,  an 
ECG  team  was  asked  to  assist  in  developing 
environmental  policy  that  would  establish 
global  environmental  leadership.  The  ECG 
team  as.sessed  current  operations, 
regulatory  requirements,  consumer 
sensitivities,  and  possible  risks  posed  by 
substances  found  in  the  client’s  raw 
materials,  production  processes,  and 
packaging.  The  team  established  global 
standards  and  began  the  implementation 
process. 

Communications,  Computing,  and  Electronics 
Group  (CCE) — With  a focus  on 
implementation,  this  group  provides 
consulting  on  strategic  and  management 
issues  and  regulatory  developments  to 
telecommunications,  information  technology, 
computer,  and  electronics  firms,  as  well  as 
multimecha  companies,  government  agencies, 
and  institutions.  The  CCE  group  supports 
clients  in  strategic  planning,  restructuring, 
privatization,  and  enhancement  of  efficiency. 

• For  a leading  computer  hardware 
manufacturer,  a CCE  team  assisted  in 
developing  a sales  strategy  for  major 
customers  and  provided  consulting  in  change 
management. 
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Operations  Management  Group  (OMG) — This 
group  provides  various  services  and  activities, 
including  competitive  analysis,  operations 
strategy,  business  process  design,  strategic 
sourcing,  supply  chain  management, 
technology  choice,  and  deployment  to  clients 
in  most  industries.  As  a result  of  the 
integration  of  operations  and  industry  staff, 
OMG  team  systems,  operations,  and  strategy 
solutions  are  customized  for  specific  clients 
and  are  industry  specific. 

• For  a major  oil  company,  what  began  as  a 
bu-siness  management  assignment  evolved 
into  an  organizational  change  project 
involving  the  oil  company’s  live  regional 
units.  Major  structural  changes  began  with 
a pilot  business  unit  and  concluded  with 
worldwide  conversion  of  the  business  two 
years  later. 

Worldwide  Technology  Business  (WTB) 

The  WTB  works  primarily  with  U.S.  federal 
government  clients,  focusing  on  technology, 
engineering,  and  management  services,  as 
well  as  systems  development/systems 
integration. 

Services  that  help  WTB  clients  conceive, 
develop,  and  implement  technology-based 
solutions  and  representative  examples  of 
assignments  are  summarized  below. 

Information  Technology  Services — Booz  Allen 
helps  clients  develop,  test,  implement,  and 
integrate  computing  hardware  and  software 
systems  for  tasks  ranging  from  managing 
billions  of  dollars  in  real  property  assets  to 
applying  advanced  computing  technologies  for 
the  performance  of  military  surveillance  and 
target  recognition. 

The  firm’s  systems  experience  has  been 
concentrated  in  open  systems,  client/server 
architectures,  and  commercial  off-the-shelf 
(COTS)  applications. 


Booz-Allen’s  consulting  orientation  and  system 
development/integration  capabilities  are  used 
to  provide  the  most  appropriate  solutions 
based  on  the  client’s  objectives.  Booz-Allen 
examines  its  client’s  mission,  then,  if 
appropriate,  reengineers  business  processes 
and  j)roceeds  with  .systems  development  and 
integration. 

WTB  teams  provide  services  in  the  following 
areas: 

• Systems  integration  and  engineering — 
Booz-Allen’s  systems-related  services  range 
from  front-end  strategy  and  architecture 
development  to  actual  implementation, 
training,  operations,  and  troubleshooting. 
The  firm’s  life-cycle  support  covers  nearly  all 
software  applications  and  operating 
systems,  in  addition  to  hardware  platforms 
from  workstations  and  PCs  to  mainframes 
and  supercomputers. 

• Computer  security — Booz-Allen  is  a leader  in 
information  security  architecture  and  the 
design  and  development  of  software, 
hardware,  and  procedural  solutions  to  guard 
information  and  communications.  The  firm 
provides  INFOSEC  support  in  areas  such  as 
multilevel  .security  systems,  electronic  key 
management  systems,  and  secure 
workstations. 

• Neural  networks — Booz-Allen  holds  patents 
for  neural  network  software  tools  and  has 
pioneered  neural  network  applications  for 
military  target  recognition,  tumor  detection, 
bullet  matching,  and  financial  services 
industry  risk  assessment. 

• Object-oriented  design — The  firm  develops 
object-oriented  .software  solutions  for  clients 
migrating  away  from  older,  structured 
languages. 

• High-performance  computing 

• Software  development 
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• Database  systems 

• Computer-aided  facilities  management 

• Network  and  systems  management 

• Information  engineering 

• Artificial  intelligence 

The  firm’s  systems  technology  capabilities  also 
include  distributed  interactive  simulation  and 
wargaming;  image  processing;  modeling  the 
design  and  performance  of  computer  and 
communications  systems;  and  computer-based 
training  systems. 

• For  the  Institute  Federal  Electoral  (IFE)  in 
Mexico,  a WTB  team  managed  the  major 
systems  integration  and  quality  assurance 
projects  needed  to  capture,  verify,  and 
automate  census  data  in  Mexico’s  voter 
registration  system.  The  team  also  worked 
with  IFE  on  the  design  and  engineering  of 
telecommunications  and  data  center 
software  to  link  the  decentralized 
registration  system  and  on  training  of  local 
managers  to  operate  it. 

Telecom  munications  and  C3  Services — 
Booz-Allen  helps  to  design  and  engineer  voice, 
data,  and  video  communications  systems.  For 
U.S.  government  clients,  the  firm  supports 
telecommunications  systems  established  to 
protect  our  national  security  as  well  as  save 
lives  in  times  of  national  disasters.  For  clients 
from  Eastern  Europe  and  developing  nations, 
the  firm  helps  in  privatizing  their  state-owned 
telephone  systems. 

WTB  teams  offer  services  in  the  areas  of 
communications  design  and  architecture, 
technology  standards,  systems  engineering, 
program  development,  local-  and  wide-area 
networks,  communications  security,  satellite 
communications,  and  modeling  and 
simulation. 


• The  National  Communications  System 
(NCS)  awarded  Booz-Allen  a $46  million, 
five-year  contract  to  provide  systems 
engineering  and  technical  assistance  (SETA) 
support.  The  firm  is  assisting  the  NCS  in 
developing  national  security  and  emergency 
preparedness  telecommunications 
capabilities,  including  technology 
applications  and  support  for  the  National 
Information  Infrastructure  and  disaster 
response.  The  WTB  team  is  also  helping  the 
NCS  with  the  development  of 
communication  architectures,  network 
modeling,  simulation,  and  emergency 
management  training  initiatives. 

Transportation  and  Space — ^WTB  teams 
provide  technological  skills  to  help  clients 
address  issues  involving  the  safety,  efficiency, 
and  cost  of  transportation  and  its  impact  on 
the  environment.  The  firm  provides 
transportation  planning,  rail  systems 
engineering,  transit  economics  analysis, 
maritime  operations  and  planning,  aviation 
analysis,  air  traffic  control  planning,  vessel 
tracking  systems,  advanced  control  systems 
design  and  engineering,  space  technology, 
space  systems  development,  space  systems 
integration,  and  integrated  logistics  support. 

The  firm  works  directly  with  ports,  shipping 
companies,  and  airlines  worldwide  on  a range 
of  engineering,  economic,  and  management 
studies  and  projects,  including  restructuring. 

• Booz-Allen  has  designed  and  developed 
intelligent  transportation  systems  (ITS), 
helped  to  plan  and  install  nonpolluting 
electric-powered  bus  and  commuter  rail 
systems  in  congested  metropolitan  areas, 
and  supported  modernization  of,  and 
replacement  of  outdated  systems. 

• The  firm  has  provided  more  than  30  years  of 
scientific  and  technical  support  to  NASA  and 
provides  similar  support  to  other 
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international  space  agencies  and  civilian, 
commercial,  and  defense  space  programs  in 
the  areas  of  manned  and  unmanned 
spaceflight  operations  and  satellite 
communications. 

Defense,  and  Intelligence — In  the  international 
defense  arena,  the  WTB  provides  services  in 
policy  analysis,  technology  transfer,  gaming 
and  simulation,  intelligence  systems,  ship 
systems,  weapon  systems,  operations  .security, 
and  exercise  planning. 

• In  1984,  for  the  U.S.  Department  of  Defense, 
the  WTB  helped  establish,  and  has  since 
operated,  the  Survivability /Vvdnerability 
Information  Analysis  Center  (SURVIAC). 

As  part  of  its  SURVIAC  tasks,  Booz-Allen 
works  with  clients  to  conduct  live  fire  testing 
of  aircraft  and  ground  vehicles,  design 
electronic  countermeasures  to  protect  tanks, 
and  conduct  research  and  development  of 
unmanned  aerial  vehicles. 

Environment  and  Energy — Booz-Allen 
provides  environmental  management  and 
technology  services,  primarily  for  government 
agencies,  but  also  for  ministries  in  developing 
countries  and  commercial  clients.  The 
company  uses  technical  and  management 
solutions  for  different  environmental  risks, 
providing  services  such  as  policy  analysis; 
program  management;  regulatory  impact 
analysis;  business  opportunity  analysis; 
environmental,  health,  and  safety  audits; 
corporate  environmental  management 
programs;  and  technical  and  management 
support. 

• For  a major  European  cosmetics 
manufacturer,  a WTB  team  analyzed  the 
potential  impact  to  the  manufacturer’s 
product  lines  from  future  regulatory  and 
market  trends.  The  team  also  audited 
programs  and  facilities  for  technical 
compliance  with  current  regulations.  Based 


on  the  findings,  the  WTB  team  worked  with 
the  client  to  develop  an  environmental 
management  plan  that  included  the  creation 
of  a corporate  environmental  vision, 
organizational  structure,  information 
management  system,  and  risk  management 
approach. 

International  Projects — ^The  WTB  provides 
advanced  technology  and  management 
expertise  to  assist  international  governments 
improve  infrastructures,  strengthen 
economies,  strengthen  national  .security,  and 
privatize  state-owned  services.  Services  are 
offered  in  the  areas  of  privatization, 
restructuring,  program  management, 
telecommunications,  environment, 
information  systems,  transportation,  public 
utilities,  and  foreign  military  sales. 

• In  1995,  for  the  U.S.  Army  Security 
Assistance  Command  at  Aberdeen  Proving 
Grounds,  Booz-Allen  was  awarded  a five- 
year,  $26  million  contract  to  assist  in  the 
development  and  implementation  of  a 
material  management  center  (MMC)/ 
inventory  stock  control  system  for  the 
Egyptian  Armament  Authority.  Under  the 
terms  of  the  agreement,  the  WTB  team  is  to 
design,  develop,  test,  install,  and  maintain 
the  MMC  system,  which  will  be  installed 
throughout  Egypt. 

Management  Sciences — Booz-Allen  helps 
businesses  improve  their  performance  by 
applying  the  latest  high-tech  management 
tools  and  techniques.  Services  provided 
include  change  management,  business  process 
reengineering,  facilities  management, 
electronic  meeting  facilitation,  financial 
management  support,  human  resources 
management,  organizational  a.ssessment, 
systems  operations  management,  personnel 
systems,  total  quality  management,  and 
training  systems. 
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• For  the  Assistant  Secretary  of  Defense  at 
the  Department  of  Defense,  a WTB  team 
conducted  analyses  and  determined  the 
advantages  and  disadvantages  of  DoD-wide 
consolidation  of  data  centers,  software 
management,  and  other  elements  of  the  IT 
budget. 

Clients 

Booz-Allen’s  WCB  clients  are  primarily  major 
international  corporations. 

WTB  generally  serves  government  clients,  in 
the  U.S.  and  internationally. 

Competition 

Booz-Allen  faces  competition  from  AmeriData 
Technologies,  Andersen  Consvdting,  Arthur  D. 
Little,  Bain  & Company,  BDM  Inc.,  The 
Boston  Consulting  Group,  CAP  GEMINI  S.A., 
Computer  Sciences  Corporation,  Control  Data 
Systems,  Coopers  & Lybrand,  Digital 
Equipment,  Deloitte  & Touche,  Trecom-DMR 
Group,  EDS,  Ernst  & Young,  Gemini 
Consulting,  Hewitt  Associates,  IBM,  KPMG 
Peat  Marwick,  McKinsey  & Company,  Perot 
Systems,  Price  Waterhouse,  SAIC,  and  MCI 
Systemhouse. 


Assessment 

Booz-AIIen  feels  its  key  strengths  include: 

• Strong  commitment  to  client  service  and 
value 

• Integrated  service  offering — incorporating 
strategy,  operations,  and  technology 
expertise — with  strong  industry  knowledge 

• Strong  complementary  businesses  in  both 
the  private  and  public  sectors 

• Stable,  private  ownership  and  state-of-the- 
art  technology  and  business  capabilities 

• Extensive  investment  in  a firmwide 
knowledge  program  to  capture,  create,  and 
disseminate  best  concepts,  lessons  learned, 
and  methodologies  worldwide 

Challenges  in  the  coming  year  include: 

• Continuing  growth  in  all  sectors  and 
geographies 

• Continuing  to  contribute  to  thought 
leadership  in  the  international  business 
community 

• Continuing  to  attract,  retain,  and  promote 
effective  management  and  superior 
technology  disciplines 
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BORLAND  INTERNATIONAL,  INC. 


1800  Green  Hills  Road 
P.O.  Box  660001 
Scotts  Valley,  CA  95066-0001 
Phone:  (408)438-8400 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


President/CEO: 

Status: 


Philippe  R.  Kahn 
Public  Corporation 
NASDAQ 
2,093  (3/92) 
$482,510,000 
3/31/92 


Key  Points 


In  September  1991,  the  stockholders  of  Borland  and  Ashton-Tate 
approved 'the  merger  of  the  two  companies.  Borland  and  Ashton- 
Tate had  competed  for  years  in  the  PC  data  base  market--Paradox 
versus  dBASE. 

- The  merger  allows  Borland  to  address  customer  requirements  for 
Paradox  and  dBASE  to  work  together. 

- The  only  pieces  of  Ashton-Tate  technology  Borland  kept  were 
dBASE  and  InterBase.  Borland  will  continue  to  support  other 
products;  however,  there  are  no  plans  for  further  research  and 
development  investments  in  those  areas. 

Borland  plans  to  integrate-using  an  object-oriented  umbrella 
architecture-all  of  the  company's  present  and  future  Windows 
products  (ObjectVision,  dBASE  for  Windows,  Paradox  for  Windows, 
and  Quattro  Pro  spreadsheet  for  Windows). 

Borland's  proposed  Integrated  Database  Application  Programming 
Interface  (IDAPI),  a variation  of  its  former  ODAPI  standard  to 
connect  Borland  data  bases,  was  announced  with  support  from  IBM, 
Novell,  WordPerfect,  as  well  as  other  vendors. 

Borland  has  teamed  with  WordPerfect  in  a cross-marketing 
agreement  giving  their  respective  users  a price  break  on  the  other 
company's  key  products. 

In  December  1992,  Borland  founder,  Philippe  Kahn,  announced  a 
15%  reduction  in  the  company's  workforce  as  the  first  step  in  making 
Borland  more  competitive  in  an  increasingly  price-vicious  software 
market. 
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Borland,  founded  in  May  1983,  markets  and  supports  data  base 
products,  spreadsheets,  and  programming  languages  for 
microcomputers. 

Borland's  common  stock  is  traded  over  the  counter  in  the  U.S.  on  the 
NASDAQ  National  Market  System  and  on  the  Unlisted  Securities 
Market  in  the  U.K. 


In  the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflect  the  pooling-of-interests  acquisition  of  Ashton-Tate: 


BORLAND  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

$482.5 

$457.3 

$378.6 

$397,8 

$348.9 

Percent  change 
from  previous  year 

6% 

21% 

(5%) 

14% 

N/A 

Income  (loss)  before 

$(124.6) 

$17.9 

$(16.7) 

$66.3 

$80.6 

taxes 

(a) 

• Percent  change 
from  previous  year 

(796%) 

207% 

(125%) 

(18%) 

N/A 

Net  income  (loss) 

$(110.4) 

$4.8 

$(16.6) 

$41.3 

$44.6 

• Percent  change 
from  previous  year 

* 

129% 

(140%) 

(7%) 

N/A 

Earnings  (loss)  per  share 

$(4.29) 

$0.20 

$(0.73) 

$1.95 

$2.07 

• Percent  change 
from  previous  year 

★ 

127% 

(137%) 

(6%) 

N/A 

Percent  change  exceeds  1,000% 


(a)  Includes  restructuring  and  pooling  costs  of  $146  million  associated  with  the  merger  with  Ashton- 
Tate. 


Company 

Description 


Financials 


Revenue  increases  during  fiscal  1992  were  attributed  principally  to  the 
introduction  of  dBASE  IV  1.5  and  Quattro  Pro  4.0. 

• Following  the  announcement  of  the  merger  with  Ashton-Tate  in  July 
1991,  revenues  from  sales  of  dBASE,  Framework,  Multimate,  and 
other  Ashton-Tate  products  decreased  significantly  from  levels  of 
the  preceding  quarters  due  in  part  to  uncertainty  regarding  Borland's 
plans  for  the  future  of  these  products. 
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Acquisitions 


• Borland  has  announced  it  will  continue  to  support  and  enhance  the 
dBASE  product  family  and  will  continue  to  ship  and  support 
Framework  MultiMate  and  other  Ashton-Tate  products.  Sales  of 
dBASE  have  subsequently  increased;  however,  sales  of  Framework, 
Multimate,  and  other  Ashton-Tate  products  continue  to  decrease 
significantly. 

Research  and  development  expenses  were  approximately  $59.6  million 
(12%  of  revenue)  in  fiscal  1992,  $65.8  million  (14%  of  revenue)  in 
fiscal  1991,  and  $59.1  million  (16%  of  revenue)  in  fiscal  1990. 

Revenues  for  the  six  months  ending  September  30,  1992  reached  $242.6 
million,  a 3%  decrease  from  $251.1  million  for  the  same  period  in  1991. 
Net  income  was  $7.1  million,  compared  to  net  losses  of  $91.1  million 
for  the  same  period  a year  ago. 

• Net  losses  for  the  prior  period  include  restructuring  charges  of 
$110.0  million  associated  with  the  acquisition  of  Ashton-Tate. 

• Revenue  declines  reflected  Borland's  first  quarter  historical  pattern 
of  revenue  life  cycles  for  its  various  products. 


In  September  1991,  Borland  acquired  Ashton-Tate  for  9.6  million 
shares  of  Borland  common  stock  in  a pooling-of-interests  transaction. 

• Ashton-Tate,  formed  in  1980,  provides  PC  software  for  data  base 
management,  word  processing,  business  graphics,  decision  support, 
and  spreadsheet  applications. 

• Ashton-Tate,  with  1,600  employees,  had  revenue  of  $230.5  million 
and  net  losses  of  $22  million  for  the  fiscal  year  ending  March  31, 
1991. 

• The  operations  of  Ashton-Tate  have  been  merged  into  Borland. 

• In  connection  with  the  merger,  Borland  recorded  a charge  for 
restructuring  and  pooling  costs  of  $146  million  to  reflect  the 
combination  of  operations  of  the  two  companies. 

In  December  1992,  Borland  acquired  technology  and  the  development 
team  from  WordTech  Systems  of  Orinda  (CA).  Terms  of  the 
agreement  were  not  disclosed. 

• Borland  has  acquired  all  rights  to  WordTech's  Arago  line  of  data 
base  management  software,  including  code  for  all  existing  versions 
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of  its  dBXL  data  base  management  system  and  Quicksilver  compiler, 
as  well  as  technology  under  development,  such  as  multimedia 
extensions. 

• WordTech's  development  staff  will  join  Borland's  data  base 
development  team,  effective  immediately. 

• WordTech,  with  annual  revenues  of  about  $5  million,  has  a strong 
presence  in  developer  segment  of  the  data  base  market,  with  over 
200,000  registered  users  of  its  Quicksilver  and  dBXL  products. 
WordTech  will  continue  providing  support  for  those  products  until 
January  2,  1992. 

• While  Borland  does  not  plan  to  continue  shipping  the  WordTech 
products,  users  will  be  offered  discounts  for  upgrades  to  Borland 
products  as  they  are  available. 

Alliances 

In  October  1992,  Borland  and  WordPerfect  announced  a cross- 
marketing agreement  whereby  their  respective  users  are  given  a price 
break  on  the  other  company's  key  products  (WordPerfect  and  Quattro 
Pro).  The  two  companies  have  technology  teams  working  to  tighten  the 
integration  between  their  products. 

Employees 

As  of  March  31,  1992,  Borland  had  2,093  employees  (1,331  U.S.  and 
762  international),  segmented  as  follows: 

Sales,  marketing,  and  customer  support  1,166 
Research  and  development  458 

Manufacturing  and  distribution  184 

Finance  and  administration  285 

2,093 

In  December  1992,  Borland  laid  off  about  15%  of  its  workforce  (350 
employees)  due  to  ongoing  software  "price  wars"  with  its  competitors. 

Competitors 

Borland's  major  competitors  are  Lotus  Development,  Microsoft,  and 
Computer  Associates. 

Key  Products  and 
Services 

Qne  hundred  percent  of  Borland's  revenue  is  derived  from  its  software 
products. 
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Borland  has  three  principal  product  families  that  run  primarily  on  IBM 
and  compatible  microcomputers  under  MS/DOS  and/or  the  MS- 
Windows  operating  environment.  The  company  also  markets  versions 
of  certain  of  its  products  for  the  DEC  VAX  VMS  operating  system  and 
various  UNIX-based  operating  systems,  including  SunOS  and  SCO 
Xenix. 

Borland  plans  to  integrate-using  an  object-oriented  umbrella 
architecture  called  Borland  Object  Component  Architecture  (BOCA)- 
all  of  the  company's  present  and  future  Windows  products 
(ObjectVision,  dBASE  for  Windows,  Paradox  for  Windows,  and 
Quattro  Pro  spreadsheet  for  Windows).  Borland's  philosophy  is  also  to 
ensure  that  all  its  client-oriented  BOCA  products  are  able  to  work  with 
the  major  SQL  data  base  servers  via  SQL  Link. 

Borland's  primary  products  include  the  following: 

Data  Base  Products: 

Paradox  is  a relational  data  base  management  system  that  is  known  for 
its  ease  of  use  and  is  designed  for  both  single  users  on  standalone 
microcomputers  and  multiple  users  on  microcomputers  connected  by 
local-area  networks. 

• The  most  recent  version,  Paradox  3.5,  was  released  in  September 
1990  and  operates  under  MS-DOS. 

• Borland  has  announced  that  it  is  developing  a version  of  Paradox  for 
use  with  MS-Windows.  Availability  is  scheduled  for  fiscal  1993. 

Paradox  SQL  Link,  released  in  September  1990,  is  a companion 
product  to  Paradox  that  allows  users  to  access  remote  data  stored  in 
SQL  format  that  is  already  familiar  to  Paradox  users. 

• The  product  currently  supports  recent  versions  of  Microsoft  SQL 
Server,  Oracle  Server,  IBM  Extended  Edition  Database  Server, 
DEC'S  Rdb/VMS,  and  the  Sybase  data  base  server. 

Paradox  Engine  allows  applications  to  store  data  in  relational  data  base 
format  in  a networked  environment. 

Ashton-Tate's  dBASE  IV  and  its  predecessor  (dBASE  III  PLUS)  are 
relational  data  base  management  systems  for  the  MS-DOS  operating 
system. 

• The  most  recent  version,  dBASE  IV  1.5,  was  released  in  March 
1992. 
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• Borland  has  announced  that  it  is  developing  a version  of  dBASE  for 
MS-Windows.  Availability  is  scheduled  for  fiscal  1993. 

InterBase  is  Ashton-Tate’s  high-performance  relational  data  base 
management  system  that  operates  on  minicomputers  and  workstations 
manufactured  by  IBM,  DEC,  HP,  Sun,  HP/Apollo,  Data  General,  and 
Silicon  Graphics. 

Spreadsheets: 

Quattro  Pro,  released  in  November  1989,  is  Borland's  advanced 
electronic  spreadsheet  for  MS/DOS  environments.  The  most  recent 
version,  Quattro  Pro  4.0,  was  released  in  February  1992.  A version  of 
Quattro  Pro  for  MS-Windows  was  released  in  September  1992. 

Language  Products: 

Borland  has  sold  more  than  two  million  copies  of  its  compilers  and 
tools  for  developers. 

Borland  C+  + and  TURBQ  C+  + are  language  development 
environments  and  compilers  for  C and  C+  + that  run  under  MS-DQS. 

■ Borland  C+  +,  released  in  February  1991,  enables  programmers  to 
write  applications  that  run  under  Windows.  The  product  also  comes 
packaged  with  Turbo  Assembler,  Turbo  Debugger,  and  Turbo 
Profiler  (a  code  performance  analyzer). 

Turbo  Pascal  products  are  language  development  environments  and 
compilers  for  Pascal. 

Object  Vision,  released  in  February  1991,  runs  under  Windows  and 
allows  users  to  create  business  applications  by  recreating  commonly 
used  business  forms  on  screen  and  linking  the  forms  to  each  other  and 
to  data  files  maintained  in  a variety  of  standard  formats,  including 
Paradox,  dBASE,  Btrieve,  and  ASCII  formats.  Borland  is  developing  a 
version  of  ObjectVision  for  OS/2,  with  availability  scheduled  for  fiscal 
1993. 

Other  Products: 

SideKick  is  a family  of  multifunctional  utility  and  desktop  organizing 
programs  for  taking  notes,  making  quick  calculations,  scheduling 
appointments,  finding  phone  numbers  and  addresses,  and  dialing  calls 
automatically. 
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Borland  also  continues  to  market  and  support  the  following  products: 

• Reflex,  a flat-file  data  base  program 

• RapidFile,  a flat-file  data  base  program 

• MultiMate,  a word  processing  program  for  IBM 
PCs  and  compatibles  (Ashton-Tate) 

• FullWrite,  a word  processing  program  for  the  Macintosh 

• Full  Impact,  a spreadsheet  for  the  Macintosh 

• Applause  II,  a business  graphics  product  for  IBM  and  compatible 
PCs 

• Framework  IV,  a multifunction  productivity  product  for  IBM  and 
compatible  PCs 

• SuperKey,  a keyboard  macro  and  utility  program 
Support  Services: 

Borland  customers  may  access,  at  no  charge,  Borland's  trained 
technical  support  personnel  through  a special  telephone  support  line. 
Support  is  also  available  through  national  electronic  bulletin  board 
services. 


Borland's  products  are  used  by  a broad  customer  base  including 
businesses,  educational  institutions,  government  organizations,  and  end 
users. 

The  company  distributes  its  products  domestically  and  internationally, 
primarily  through  distributors,  dealers,  and  OEMs.  Borland  also  sells 
directly  to  corporate,  government,  and  education  customers,  as  well  as 
end  users. 

As  part  of  an  initiative  to  increase  its  presence  in  corporate  accounts, 
Borland  has  introduced  a series  of  support  programs,  including  support 
contracts  with  options  for  a CD  ROM-based  technical  data  base,  a 
priority  hotline  that  provides  fast  access  to  senior  technical  support 
engineers,  discounted  training  materials,  and  a priority  bulletin  board 
service  on  CompuServe. 


Approximately  51%  of  Borland's  fiscal  1992  revenue  was  derived  from 
the  U.S.  and  49%  from  international  sources.  A three-year  summary  of 
source  of  revenue  follows: 
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BORLAND  INTERNATIONAL,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  operations 

- Customers  in  U.S. 

$246.4 

51% 

$227.6 

50% 

$189.9 

50% 

- Customers  in  Asia 

5.8 

1% 

7.3 

2% 

5.2 

1% 

- Customer  in  Europe 

3.2 

1% 

2.0 

— 

6.2 

2% 

- Other 

16.0 

3% 

28.9 

6% 

29.3 

8% 

$271.4 

56% 

$265.8 

58% 

$230.6 

61% 

European  operations 

$160.0 

33% 

$168.1 

37% 

$127.0 

33% 

Other  international 

$51.1 

11% 

$23.4 

5% 

$21.0 

6% 

TOTAL 

$482.5 

100% 

$457.3 

100% 

$378.6 

100% 

Borland  has  international  subsidiaries  in  Australia,  Belgium,  Canada, 
Denmark,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Malaysia,  the 
Netherlands,  New  Zealand,  Singapore,  Spain,  Sweden,  and  the  U.K. 
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1800  Green  Hills  Road 
P.O.  Box  660001 
Scotts  Valley,  CA  95066-0001 
(408)  438-8400 


Philippe  R.  Kahn,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  986(3/91) 

Total  Revenue,  Fiscal  Year  End 
3/31/91:  $226,755,000 


The  Company  Borland  International,  Inc.,  founded  in  May  1983,  markets  and 

supports  data  base  products,  spreadsheets,  and  programming 
languages  for  microcomputers. 

In  July  1991,  Borland  announced  it  had  entered  into  an  agreement 
to  acquire  all  of  the  outstanding  common  stock  of  Ashton-Tate 
Corporation  in  a pooling  of  interests  transaction. 

• Under  the  terms  of  the  agreement,  which  was  unanimously 
approved  by  the  board  of  directors  of  both  companies,  Ashton- 
Tate shareholders  will  receive  a fraction  of  a share  of  Borland 
stock  (having  a market  value  of  $17.50)  for  each  of  their  shares, 
provided  that  no  less  than  0.346  shares  and  no  more  than  0.398 
shares  will  be  issued  for  each  Ashton-Tate  share. 

• Completion  of  the  transaction,  which  is  subject  to  the  approval  of 
each  company’s  shareholders,  is  expected  to  be  completed  later 
this  year. 

• Ashton-Tate,  formed  in  1980,  provides  microcomputer  software 
products  for  data  base  management,  word  processing,  business 
graphics,  decision  support,  and  spreadsheet  applications.  The 
company,  with  1,600  employees,  had  revenue  of  $230.5  million 
and  net  losses  of  $18.1  million  for  1990. 

Borland's  common  stock  is  traded  over  the  counter  in  the  U.S.  on 
the  NASDAQ  National  Market  System  and  on  the  Unlisted 
Securities  Market  in  the  U.K. 

Borland's  fiscal  1991  revenue  reached  $226.8  million,  a 100% 
increase  over  fiscal  1990  revenue  of  $113.3  million.  Net  income 
rose  127%,  from  $11.8  million  in  fiscal  1990,  to  $26.8  million  in 
fiscal  1991.  A five-year  financial  summary  follows: 
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BORLAND  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

3/88 

3/87 

CAGR 

Revenue 

• Percent  increase 

$226.8 

$113.3 

$90.6 

$81.6 

$38.1 

56% 

from  previous  year 

100% 

25% 

11% 

114% 

28% 

Income  (loss)  before 
taxes 

$41.9 

$14.7 

$(3.6) 

$3.8 

$1.5 

130% 

• Percent  increase 

(decrease)  from 
previous  year 

185% 

509% 

(194%) 

161% 

(70%) 

• Gross  margin 

18% 

13% 

- 

5% 

4% 

Net  income  (loss) 

$26.8 

$11.8 

$(2.8) 

$1.8 

$0.1 

305% 

• Percent  increase 

(decrease)  from 
previous  year 

127% 

515% 

(262%) 

it 

(110%) 

• Net  margin 

12% 

10% 

- 

2% 

- 

Earnings  (loss)  per 
share 

$1.81 

$0.90 

$(0.24) 

$0.14 

$0.01 

267% 

• Percent  increase 

(decrease)  from 
previous  year 

101% 

475% 

(271%) 

it 

(110%) 

Percent  change  exceeds  1,000%. 


Revenue  increases  during  fiscal  1991  were  attributed  the 
introduction  of  new  products,  new  versions  of  existing  products,  and 
growth  in  sales  of  current  versions  of  products.  Borland's  worldwide 
revenues  increased  due  to  the  acquisition  of  the  operations  of  its 
German  and  Italian  distributors  during  1990. 

Products  introduced  during  fiscal  1991  include; 

• Turbo  C+  + 

• Paradox  SQL  Link 

• Paradox  3.5 

• Quattro  Pro  2.0 

• Turbo  Pascal  6.0 

• Sidekick  2.0 

• Borland  C+  + 

• ObjectVision 

• Quattro  Pro  3.0 

• Turbo  Pascal  for  Windows 
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Research  and  development  expenditures  were  approximately  $22.2 
million  (10%  of  revenue)  in  fiscal  1991,  $12.1  million  (11%  of 
revenue)  in  fiscal  1990,  and  $13.0  million  (14%  of  revenue)  in  fiscal 

1989. 

Revenue  for  the  three  months  ending  June  30,  1991  reached  $77.1 
million,  an  88%  increase  over  $41.1  million  for  the  same  period  in 

1990.  Net  income  for  the  quarter  rose  nearly  95%,  from  $4.6 
million  to  $9.0  million. 

• Revenue  growth  was  attributed  to  strong  sales  across  Borland's 
data  base  and  prgramming  language  product  lines,  plus  record 
revenues  for  the  Quattro  Pro  spreadsheet. 

As  of  March  31,  1991,  Borland  had  583  employees  (476  U.S.  and 
107  international),  segmented  as  follows: 

Sales,  marketing,  customer  support  322 
Research  and  development  128 

Manufacturing  and  distribution  79 

Finance  and  administration  M 

583 

Borland's  major  competitors  are  Lotus  Development  and  Microsoft. 


One  hundred  percent  of  Borland's  fiscal  1991  revenue  was  derived 
from  its  microcomputer  software  products. 

Borland's  products  run  on  IBM  and  compatible  microcomputers 
under  MS/DOS  and/or  the  Windows  operating  environment.  The 
product  families  are  summarized  in  the  exhibit. 

Significant  products  include  the  following: 

Data  Base  Products: 

Paradox  is  a relational  data  base  management  system  designed  for 
both  single  users  on  standalone  microcomputers  and  multiple  users 
on  microcomputers  connected  by  local-area  networks.  A new 
version  of  Paradox  (version  3.5)  was  shipped  in  early  September 
1990. 

Paradox  SQL  Link,  released  in  September  1990,  is  a companion 
product  to  Paradox  that  allows  users  to  access  remote  data  stored  in 
SQL  format  that  is  already  familiar  to  Paradox  users. 
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EXHIBIT 

BORLAND  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

RETAIL 

PRICE 

Data  Base  Products 

Paradox  3.5 

Relational  data  base  management  system 

$795.00 

Paradox  SQL  Link 

Front-end  support  for  SQL  servers 

$495.00 

Paradox  Multi-Pack 

Network  version  of  Paradox 

$995.00 

Paradox  Engine 

C application  development  tool 

$495.00 

Spreadsheets 

Quattro  Pro  3.0 

Electronic  spreadsheet 

$495.00 

ObjectVision 

Visual  programming  tool  for  Windows 

$495.00 

Languages 

Turbo  Pascai  5.5 

Pascal  compiler  for  IBM 

$149.95 

Turbo  Pascal  Professional 

Pascal  compiler  plus  Turbo  Debugger  & Tools 

$250.00 

T urbo  Pascal  for  Windows 

Pascal  compiler  operating  under  Windows 

$249.95 

Turbo  C 2.0 

0 compiler 

$99.95 

Turbo  C+  + 

C+  + compiler 

$199.95 

Turbo  C+  + Professional 

C+  + compiler  plus  Turbo  Debugger  & Tools 

$299.95 

Turbo  Debugger  & Tools 

Assembler,  debugger,  and  code  performance 
analyzer 

$149.95 

Borland  C+  + 

C compiler  operating  under  Windows 

$495.00 

Other 

SideKick  2.0 

Desktop  manager 

$ 84,95 

SideKick  for 
Presentation  Manager 

SideKick  for  OS/2  Presentation  Manager 

$199.95 

SideKick  Plus 

Desktop  manager 

$199.95 
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• The  product  currently  supports  recent  versions  of  Microsoft  SQL 
Server,  Oracle  Server,  IBM  Extended  Edition  Database  Server, 
DEC'S  Rdb/VMS,  and  the  Sybase  data  base  server. 

ObjectVision,  released  in  February  1991,  runs  under  Windows  and 
allows  users  to  create  business  applications  by  recreating  commonly 
used  business  forms  on  screen  and  linking  the  forms  to  each  other 
and  to  data  files  maintained  in  a variety  of  standard  formats, 
including  Paradox,  dBASE,  Btrieve,  and  ASCII  formats. 

Spreadsheets: 

Quattro  Pro,  released  in  November  1989,  is  Borland's  advanced 
electronic  spreadsheet  for  MS/DOS  environments.  The  most 
recent  version,  Quattro  Pro  3.0,  was  released  in  March  1991. 

Language  Products: 

Borland  has  sold  more  than  two  million  copies  of  its  compilers  and 
tools  for  developers. 

Borland  C+  + and  TURBQ  C+  + are  language  development 
environments  and  compilers  for  C and  C+  + that  run  under  MS- 
DQS. 

• Borland  C++,  released  in  February  1991,  enables  programmers 
to  write  applications  that  run  under  Windows.  The  product  also 
comes  packaged  with  Turbo  Assembler,  Turbo  Debugger,  and 
Turbo  Profiler  (a  code  performance  analyzer). 

In  May  1991,  Borland  and  IBM  announced  an  agreement  whereby 
Borland  will  develop  specific  object-oriented  programming 
languages  and  development  tools  for  QS/2  2.0. 

• The  Borland  languages  and  development  tools,  which  will  be 
available  early  next  year,  will  bring  the  advantages  of  object- 
oriented  development  to  the  32-bit  operating  system. 

Other: 

SideKick  is  a family  of  multifunctional  utility  and  desktop 
organizing  programs  for  taking  notes,  making  quick  calculations, 
scheduling  appointments,  finding  phone  numbers  and  addresses, 
and  dialing  calls  automatically. 

Borland  also  offers  several  other  products,  including  Reflex,  a flat- 
file  data  base  program;  Sprint,  a word  processing  program;  and 
SuperKey,  a keyboard  and  macro  utility  program. 
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Borland  customers  may  access,  at  no  charge,  Borland's  trained 
technical  support  personnel  through  a special  telephone  support 
line.  Support  is  also  available  through  national  electronic  bulletin 
board  services. 

Ashton-Tate: 

Ashton-Tate  provides  a range  of  microcomputer  software  products, 
including  the  dBASE  family  of  data  base  management  systems, 
word  processing,  integrated  decision  support,  and  business  graphics 
applications. 

Prior  to  its  acquisition  by  Borland,  Ashton-Tate's  calendar  1990 
revenue  of  $230.5  million  was  derived  from  the  following  categories 
of  products: 


Data  base  management 

75% 

Word  processing 

10% 

Decision  support/multifunction 

11% 

Graphics 

3% 

Other 

JL% 

100% 

Approximately  37%  of  Ashton-Tate's  1990  revenue  was  derived 
from  U.S. /Canadian  operations  and  63%  from  international  sales 
(including  export  sales). 


Borland's  products  are  used  by  a broad  customer  base,  including 
businesses,  educational  institutions,  government  organizations,  and 
end  users. 

The  company  distributes  its  products  domestically  and 
internationally,  primarily  through  distributors,  dealers,  and  OEMs. 
Borland  also  sells  directly  to  corporate,  government,  and  education 
customers,  as  well  as  end  users. 

• Ingram/Micro  D contributed  10%  and  16%  to  Borland's  total 
revenue  for  fiscal  1991  and  fiscal  1990,  respectively. 


Approximately  62%  of  Borland's  fiscal  1991  revenue  was  derived 
from  the  U.S.  and  38%  was  derived  from  international  sources.  A 
three-year  summary  of  source  of  revenue  follows: 
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BORLAND  INTERNATIONAL,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$141.1 

62% 

$74.9 

66% 

$57.1 

63% 

International  (a) 

85.7 

38% 

38.3 

34% 

33.5 

37% 

TOTAL 

$226.8 

100% 

$113.3 

100% 

$90.6 

100% 

(a)  Includes  export  revenue  of  approximately  $21.0  million,  $17.6  million,  and  $15.7  million  for  fiscal 
1991,  1990,  and  1989,  respectively. 
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COMPANY  PROFILE 


BORLAND  INTERNATIONAL, 
INC. 

1800  Green  Hills  Road 
P.O.  Box  660001 
Scotts  Valley,  CA  95066-0001 
(408)  438-8400 


Philippe  R.  Kahn,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  583 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $113,285,000 


The  Company  Borland  International,  Inc.,  founded  in  May  1983,  markets  and 

supports  language  development  tools  and  business  software  for 
microcomputers. 

• Since  June  1986,  the  company's  shares  have  been  traded  on  the 
Unlisted  Securities  Market  (USM)  of  the  London  Stock 
Exchange. 

• In  December  1989,  Borland  successfully  completely  its  first 
public  offering  in  the  U.S.,  selling  approximately  1.4  million 
shares  of  its  common  stock.  Net  proceeds  from  the  sale  were 
about  $11.9  million. 

• Borland's  common  stock  is  now  traded  over  the  counter  in  the 
U.S.  on  the  NASDAQ  National  Market  System  and  on  USM  in 
the  U.K. 

Borland's  fiscal  1990  revenue  reached  $113.3  million,  a 25% 
increase  over  fiscal  1989  revenue  of  $90.6  million.  Net  income  was 
$11.8  million,  compared  to  net  losses  of  $2.8  million  for  fiscal 
1989.  A five-year  financial  summary  follows: 


September  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  6 


BORLAND  INTERNATIONAL,  INC. 


INPUT 


BORLAND  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


• 

FISCAL  YEAR 

3/90 

3/89 

3/88 

3/87 

3/86 

CAGR 

Revenue 

$133.3 

$90.6 

$81.6 

$38.1 

$29.7 

46% 

• Percent  increase 
from  previous  year 

25% 

11% 

114% 

28% 

N/A 

Income  Ooss)  before 

$14.7 

$(3.6) 

$3.8 

$1.5 

$4.9 

32% 

taxes 

• Percent  increase 
(decrease)  from 
previous  year 

509% 

(194%) 

161% 

(70%) 

N/A 

• Gross  margin 

13% 

- 

5% 

4% 

16% 

Net  income  (ioss) 

$11.8 

$(2.8) 

$1.8 

$0.1 

$1.0 

85% 

• Percent  increase 
(decrease)  from 
previous  year 

515% 

(262%) 

* 

(110%) 

N/A 

• Net  margin 

10% 

- 

2% 

- 

3% 

Earnings  (loss)  per 

$0.90 

$(0.24) 

$0.14 

$0.01 

$0.10 

73% 

share 

• Percent  increase 
(decrease)  from 
previous  year 

475% 

(271%) 

* 

(110%) 

N/A 

Percent  change  exceeds  1,000%. 


The  increase  in  revenue  during  fiscal  1990  was  attributed  to  the 
introduction  of  Quattro  Pro  (November  1989),  combined  with 
continued  strong  sales  of  Paradox  3.0  (introduced  in  January 
1989). 

Gross  margin  declines  during  fiscal  1989  were  attributed  partly  to 
introductory  pricing  policies  associated  with  new  products 
(including  Paradox  2.0,  Quattro,  and  Sidekick  Plus),  and  in  part  to 
costs  associated  with  the  company's  decision  to  restructure  its 
worldwide  operations  and  to  focus  on  the  evolution  of  its  key 
products.  During  fiscal  1989,  Borland  wrote  off  copyrights  and 
disposed  of  excess  and  slow  moving  inventories  related  to  products 
that  were  no  longer  considered  key  products.  Gross  margins 
improved  thereafter. 

Research  and  development  expenditures  were  approximately 
$14.3  million  (13%  of  revenue)  in  fiscal  1990,  $14.3  million  (16% 
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Key  Products  and 
Services 


of  revenue)  in  fiscal  1989,  and  $9.1  million  (11%  of  revenue)  in 
fiscal  1988. 

Revenue  for  the  three  months  ending  June  30,  1990  reached  $41.1 
million,  a 78%  increase  over  $23.0  million  for  the  same  period  in 
1989.  Net  income  was  4.6  million,  compared  to  $1.6  million  for 
the  same  period  a year  ago. 

• Revenue  growth  was  attributed  to  the  May  1990  introduction  of 
Turbo  C+  + and  to  higher  sales  of  Paradox  3.0  and  Quattro 
Pro. 

In  June  1990,  Borland  acquired  the  operations  of  its  German  and 
Italian  distributors  for  $4.8  million.  These  businesses  will  operate 
as  subsidiaries  of  Borland  in  addition  to  international  subsidiaries 
located  in  France,  the  U.K.,  Sweden,  and  Denmark. 

As  of  March  31, 1990,  Borland  had  583  employees  (476  U.S.  and 
107  international),  segmented  as  follows: 

Sales,  marketing,  customer  support  322 
Research  and  development  128 

Manufacturing  and  distribution  79 

Finance  and  administration  ^ 

583 

Borland's  major  competitors,  by  product  area,  include  the 
following: 

• Languages  and  tools:  Microsoft  Corporation. 

• Business  software:  Lotus  Development,  Microsoft  Corporation, 
and  Ashton-Tate. 


One  hundred  percent  of  Borland's  fiscal  1990  revenue  was  derived 
from  its  microcomputer  software  products. 

Borland's  current  software  products  are  summarized  in  the  exhibit 
and  include  the  following: 

Business  Applications  Products: 

Borland  has  three  principal  product  families  for  business 
applications,  all  of  which  run  on  MS-DOS-based  microcomputers. 
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EXHIBIT 

BORLAND  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

RETAIL 

PRICE 

Business  Applications 

Paradox  3.5 

Relational  data  base  management  system 

$795.00 

Paradox  SQL  Link 

Front-end  support  for  SQL  servers 

$495.00 

Paradox  Multi-Pack 

Network  version  of  Paradox 

$995,00 

Paradox  Engine 

C application  devlopment  tool 

$495.00 

Quattro  Pro 

Electronic  spreadsheet 

$495.00 

SideKick  for 
Presentation  Manager 

SideKick  for  OS/2  Presentation  Manager 

$199.95 

SideKick  Plus 

Desktop  manager 

$199.95 

SideKick 

Desktop  manager 

$ 84.95 

Turbo  Language  Series 

Turbo  Pascal  5.5 

Pascal  compiler  for  IBM 

$149.95 

Turbo  Pascal  Professional 

Pascal  compiler  plus  Turbo  Debugger  & Tools 

$250.00 

Turbo  C 2.0 

C compiler 

$99.95 

Turbo  C+  + 

C+  + compiler 

$199.95 

Turbo  C+  + Professional 

C+  + compiler  plus  Turbo  Debugger  & Tools 

$299.95 

Turbo  Debugger  & Tools 

Assembler  and  debugger 

$149.95 
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• Paradox,  first  introduced  in  1986  and  acquired  with  Ansa 
Software  in  1987,  is  a relational  data  base  management  system. 
It  is  designed  for  both  single  users  on  standalone 
microcomputers  and  multiple  users  on  microcomputers 
connected  by  local-area  networks.  A new  version  of  Paradox 
(version  3.5)  was  shipped  in  early  September  1990. 

• Quattro  Pro,  released  in  November  1989,  is  Borland's  advanced 
electronic  spreadsheet. 

• SideKick  is  a family  of  multifunctional  utility  and  desktop 
organizing  programs  for  taking  notes,  making  quick 
calculations,  scheduling  appointments,  finding  phone  numbers 
and  addresses,  and  dialing  calls  automatically. 

Language  Products: 

Borland  has  sold  more  than  two  million  copies  of  its  compilers  and 
tools  for  developers. 

Borland's  first  product,  the  Borland  Turbo  Pascal  compiler,  was 
introduced  in  the  U.S.  in  1983.  The  company  has  since  expanded 
its  compiler  product  offerings  (the  'Turbo  Language  Series")  to 
include  Turbo  Pascal,  Turbo  C,  Turbo  C++,  and  Turbo  Debugger 
& Tools. 

Borland  also  offers  several  other  products,  including  Reflex,  a flat- 
file  data  base  program;  Sprint,  a word  processing  program; 
SuperKey,  a keyboard  and  macro  utility  program;  Reflex  Plus,  a 
relational  data  base  management  program  for  the  Apple 
Macintosh;  and  Turbo  Lightning,  an  electronic  spell  checking  and 
thesaurus  program. 

Borland  customers  may  access,  at  no  charge,  Borland's  trained 
technical  support  personnel  through  a special  telephone  support 
line.  Support  is  also  available  through  national  electronic  bulletin 
board  services. 


Industry  Markets  Borland's  products  are  used  by  a broad  customer  base,  including 

businesses,  educational  institutions,  government  organizations, 
and  end  users. 

The  company  distributes  its  products  domestically  and 
internationally,  primarily  through  distributors,  dealers,  and  OEMs. 
Borland  also  sells  directly  to  corporate,  government,  and 
education  customers,  as  welt  as  end  users. 
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• During  fiscal  1990,  Ingram/Micro  D contributed  16%  to 
Borland's  total  revenue. 


Geographic 

Markets 


Approximately  66%  of  Borland's  fiscal  1990  revenue  was  derived 
from  the  U,S.  and  34%  was  derived  from  international  sources.  A 
three-year  summary  of  source  of  revenue  follows: 


BORLAND  INTERNATIONAL,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$74.9 

66% 

$57.1 

63% 

$56.7 

69% 

International  (a) 

38.3 

34% 

33.5 

37% 

24.9 

31% 

TOTAL 

$113.3 

100% 

$90.6 

100% 

$81.6 

100% 

(a)  Includes  export  revenue  of  approximately  $17.6  million,  $15.7  million,  and  $9  million  for  fiscal 
1990,  1989,  and  1988,  respectively. 


Approximately  5%,  7%,  and  4%  of  Borland's  revenues  for  fiscal 
1990, 1989,  and  1988,  respectively,  were  derived  from  royalty 
agreements  with  third-party  distributors  in  certain  territories 
outside  the  U.S. 
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BORLAND  INTERNATIONAL, 
INC. 

1800  Green  Hills  Road 
P.O.  Box  660001 
Scotts  Valley,  CA  95066-0001 
(408)  438-8400 


Philippe  R.  Kahn.  President  and  CEO 
Public  Corporation, 

Total  Employees:  650 
Total  Revenue,  Fiscal  Year  End 
3/31/88:  $81,597,000 


The  Company  Borland  International,  Inc.,  founded  in  May  1983,  markets  and 

supports  language  development  tools  and  business  software  for 
IBM  and  compatible  and  Apple  Macintosh  microcomputers. 

In  September  1987  Borland  acquired  Ansa  Software  of  Belmont 
(CA)  for  approximately  7.9  million  shares  of  Borland  common 
stock  (having  a market  value  of  about  $16  million,  or  $3.48  per 
share). 

• Ansa,  formed  in  1984,  markets  microcomputer  software 
products.  Its  principal  product  is  Paradox,  an  IBM-compatible 
relational  data  base  management  system. 

• Ansa  had  approximately  100  employees  at  the  time  of  the 
acquisition,  including  approximately  34  sales  employees  in  ten 
U.S.  offices  and  in  London.  Ansa  had  revenue  of  $8.1  million 
and  pretax  losses  of  $1.4  million  for  calendar  1986. 

• Ansa  now  operates  as  a wholly  owned  subsidiary  of  Borland. 

When  U.S.  Generally  Accepted  Accounting  Principles  (US 
GAAP)  are  applied  to  Borland's  financials,  the  acquisition  of  Ansa 
is  accounted  for  as  a pooling  of  interests  and  Borland's 
consolidated  results  are  restated  to  include  the  historical  results  of 
Ansa.  The  application  of  US  GAAP  also  effects  the  amortization 
of  certain  products  rights  associated  with  the  1985  acquisition  of 
Analytica  and  capitalized  and  amortized  costs  for  software 
development  and  production. 

• In  the  two-year  summary  that  follows,  US  GAAP  have  been 
applied  to  Borland's  financials,  resulting  in:  an  increase  in 
revenue  of  approximately  $5.1  million  and  $8.9  million  for  fiscal 
1988  and  1987,  respectively;  a decrease  in  income  before  taxes 
of  approximately  $3.3  million  and  $1.7  million  for  fiscal  1988 
and  1987,  respectively;  a decrease  in  net  income  of 
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approximately  $3.8  million  and  $1.8  million  for  fiscal  1988  and 
1987,  respectively;  and  a decrease  in  earnings  per  share  of 
approximately  $0.07  and  $0.05  for  fiscal  1988  and  1987, 
respectively. 

BORLAND  INTERNATIONAL,  INC. 

TWO-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/88 

3/87 

Revenue 

$81,597 

$38,121 

Income  before  taxes 

$3,832 

$2,979 

Net  income 

$1,753 

$1,284 

Earnings  per  share 

$0.03 

$0.02 

In  the  five-year  financial  summary  that  follows  (which  is  provided 
in  Borland's  fiscal  1988  annual  report),  US  GAAP  have  not  been 
applied.  Ansa's  results  are  included  from  the  date  of  its 
acquisition  by  Borland. 
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BORLAND  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/88 

3/87 

3/86 

3/85 

3/84 

Revenue 

• Percent  Increase 

$76,507 

$29,21 1 

$27,100 

$11,568 

$1,121 

from  previous  year 

162% 

8% 

134% 

932% 

N/A 

Income  before  taxes 
• Percent  increase 

$7,165 

$4,712 

$8,672 

$2,845 

$161 

(decrease)  from 
previous  year 

52% 

(46%) 

205% 

★ 

N/A 

Net  income 
• Percent  increase 

$5,511 

$3,114 

$5,208 

$1,504 

$119 

(decrease)  from 
previous  year 

77% 

(40%) 

246% 

★ 

N/A 

Earnings  per  share 
• Percent  increase 

$0.10 

$0.07 

$0.13 

$0.05 

-- 

(decrease)  from 
previous  year 

43% 

(46%) 

160% 

N/A 

N/A 

* Percent  change  exceeds  1,000%. 


Borland  management  attributes  the  company's  growth  to  increased 
sales  of  its  Sprint  word  processor,  the  introduction  of  new 
products,  including  Quattro:  The  Professional  Spreadsheet, 
Sidekick  Plus:  The  Professional  Desktop  Manager,  Turbo  C, 
Turbo  Basic,  and  Version  4.0  of  Turbo  Pascal,  as  well  as  the 
acquisition  of  Ansa  in  September  1987. 

Research  and  development  expenditures  were  approximately 
$10.1  million  (13%  of  revenue)  in  fiscal  1988,  compared  to  $4.4 
million  (15%  of  revenue)  in  fiscal  1987  and  $2  million  (7%  of 
revenue)  in  fiscal  1986. 

Other  acquisitions  made  by  Borland  include  the  following: 

• In  June  1988  Borland  acquired  the  technology  of  Surpass 
Software  Systems  Inc.  of  Novato  (CA).  Terms  of  the 
acquisition  were  not  disclosed. 

- Surpass  Software  developed  the  Surpass  integrated 
spreadsheet  product  for  IBM  and  compatible 
microcomputers. 
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- The  Surpass  product  development  team  will  be  integrated 
into  Borland's  spreadsheet  (Quattro)  operations  and  future 
versions  of  Quattro  will  incorporate  the  technology  from 
both  products.  Surpass  owners  are  eligible  for  a special  offer 
to  purchase  Quattro  for  $49.95.  At  such  time  as  Borland 
ships  a nhw  version  of  Quattro,  Surpass  and  Quattro  owners 
will  be  eligible  under  the  same  upgrade  program. 

- The  current  version  of  Surpass  is  available  from  Surpass 
Software  through  1988. 

• In  July  1986  Borland  acquired  Singular  Software,  Inc.  of 
Cupertino  (CA).  Terms  of  the  acquisition  were  not  disclosed. 

- Singular  Software  developed  Interlace,  a relational  data  base 
management  product  for  the  Apple  Macintosh.  The  product 
is  now  marketed  by  Borland  as  Reflex  Plus. 

Revenue  for  the  three  months  ending  June  30,  1988  reached  $22 
million,  a 51%  increase  over  $14.6  million  for  the  same  period  in 
1987.  Net  income  was  $501,000,  compared  to  net  losses  of 
$529,000  for  the  same  period  a year  ago  (US  GAAP). 

• Borland  management  attributed  sales  growth  to  new  products, 
including  Sprint,  and  the  acquisition  of  Ansa. 

• Borland  expects  to  post  a loss  for  the  quarter  ending  September 
30,  1988.  In  August,  the  company  announced  a company-wide 
restructuring  and  a focus  on  major  products  to  support 
increased  profitability.  The  restructuring  resulted  in  a 
worldwide  work  force  reduction  of  13%. 

• Borland  currently  has  approximately  550  employees. 

• Borland  is  increasing  its  support  for  OEM  sales  and  channel 
marketing  and  is  increasingly  targeting  Fortune  1000 
companies. 

Borland  International  (U.K.)  Limited,  Borland  (France)  SARL, 
and  Borland  International  (Europe)  ApS  are  engaged  in 
microcomputer  software  product  development  activities.  The 
U.K.  and  French  subsidiaries  also  sell  software  products  in 
Europe. 
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Borland's  major  competitors,  by  product  area,  include  the 
following; 

• Languages  and  tools:  Microsoft  Corporation. 

• Business  software:  Lotus  Development,  Microsoft  Corporation, 
and  Ashton-Tate. 


One  hundred  percent  of  Borland's  fiscal  1988  revenue  was  derived 
from  its  microcomputer  software  products. 

Borland's  current  software  products  are  summarized  in  the  exhibit 
and  include  the  following: 

• Language  Development  Tools. 

- Borland's  first  product,  the  Borland  Turbo  Pascal  compiler, 
was  introduced  in  the  U.S.  in  1983.  The  company  has  since 
expanded  its  compiler  product  offerings  (the  "Turbo 
Language  Series")  to  include  Turbo  Pascal,  Turbo  C,  Turbo 
Assember  & Debugger,  Turbo  Basic,  and  Turbo  Prolog. 

- Borland  also  provides  a range  of  Turbo  Toolbox  developer 
tools  to  complement  the  company's  language  compiler 
product  line. 

• Business  Applications.  Borland's  Professional  Business  Series 
of  products  includes  a line  of  applications  for  spreadsheet, 
desktop  management,  and  word  processing,  as  well  as  relational 
data  base  management. 

- Borland  entered  the  business  market  in  1984  with  Sidekick,  a 
desktop  manager  product  for  microcomputer  users. 

- Paradox,  acquired  with  Ansa  Software  in  1987,  is  an  IBM 
microcomputer-compatible  relational  data  base  manager 
with  virtual  memory  that  is  offered  in  DOS,  OS/2,  386,  and 
network  versions. 

- Quattro:  The  Professional  Spreadsheet,  introduced  in  1987, 
is  Borland's  financial  and  numerical  data  analysis 
management  tool  used  by  clients  such  as  Price-Waterhouse, 
Western  Union,  and  United  Air  Lines. 
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EXHIBIT 

BORLAND  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

RETAIL 

PRICE 

Turbo  Language  Series 
- Turbo  Pascal  5.0 

Pascal  compiler  for  IBM. 

$149.95 

- Turbo  Pascal  Professional 

Pascal  compiler  plus  Turbo  Assembler  & Debugger. 

$250.00 

- Turbo  C 2.0 

C compiler. 

$149.95 

- Turbo  C Professional 

C compiler  plus  Turbo  Assembler  & Debugger. 

$250.00 

- Turbo  Basic 

Basic  compiler. 

$ 99.95 

- Turbo  Prolog 

Prolog  compiler. 

$ 99.95 

- Turbo  Assembler  & Debugger 

Assembler  and  debugger. 

$149.95 

Turbo  Pascal  for  the  Macintosh 

Pascal  compiler  for  Macintosh. 

$ 99.95 

Business  Applications/Utilities 

Professional  Business 
Series 

- Quattro:  The 

Rnancial  and  numerical  data  analysis  and 

$247.50 

Professional  Spreadsheet 

management  tool. 

- Sprint:  The  Professional 

Word  processor. 

$199.95 

Word  Processor 

- SideKick  Plus;  The  Professional 

Desktop  manager. 

$199.95 

Desktop  Manager 

- Paradox  OS/2 

Relational  data  base  management  system. 

$725.00 

- Paradox  2.0 

Relational  data  base  management  system. 

$725.00 

- Paradox  386 

Relational  data  base  management  system  for. 

$895.00 

- Paradox  Network  Pack 

386-based  computers. 
Network  version  of  Paradox. 

$995.00 

SideKick:  The  Desktop 

Desktop  manager. 

$ 84.95  (IBM) 

Manager 

$ 99.95  (Mac) 

Reflex  Data  Manager 

Rat  file  data  base  management  system  for  IBM 

Reflex  Plus 

and  compatible  microcomputers. 

Relational  data  base  management  system  for 

$279.00 

Superkey 

the  Macintosh. 

Keyboard  utility  and  macro  processor. 

$ 99.95 

Turbo  Lightning 

Electronic  spelling  checker  and  thesaurus. 

$ 99.95 

Eureka 

An  equation  solver. 

$167.00  (IBM) 

$195.00  (Mac) 
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Industry  Markets 


• Utilities. 

- Borland  also  offers  several  productivity  tools  to  supplement 
its  other  product  offerings. 

Borland  provides  .support  for  its  products  with  a staff  of  technical 

support  specialists  and  customer  service  representatives,  and  its 

support  forums  on  CompuServe's  electronic  bulletin  board  service. 

• Telephone  technical  support  is  free  to  all  registered  customers. 

• Toll-free  hotline  support  is  provided  for  customer  orders. 

• Software  is  also  supported  through  its  international  distribution 
network  and  by  published  materials. 

• The  Borland  Enhanced  Support  and  Training  (BEST)  Program 
is  offered  to  Borland's  Fortune  100  customers  using 
Professional  Business  Series  products. 

- BEST  members  automatically  receive  free  a subscription  to 
the  Borland  News  Service,  copies  of  Borland  collateral 
materials,  a free  copy  of  their  software  that  is  supported  by 
BEST,  and  the  option  of  a special  limited  liability 
agreement. 

- BEST  members  can  participate  in  the  Advanced  Support 
option  of  BEST  for  $2,500.  These  members  receive  all  of 
the  complimentary  services,  plus  a free  library  copy  of  each 
of  their  Borland  products.  The  program  offers  a special 
hotline  providing  dedicated  customer  support  from  Borland 
representatives  that  are  familiar  with  the  customer's 
application.  The  program  also  offers  remote  diagnostics 
capbilities. 


The  Professional  Business  Series  is  targeted  to  Fortune  5000 
companies  and  marketed  to  businesses  of  all  sizes  in  a range  of 
industries. 

The  Turbo  Language  Series  is  marketed  to  professional  software 
developers,  corporate  in-house  developers,  engineers, 
programmers,  and  students. 

Borland's  products  are  available  through  distributors  and  dealers 
worldwide. 


September  1988 
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Approximately  70%  of  Borland's  fiscal  1988  revenue  was  derived 
from  the  U.S.  and  30%  was  derived  from  foreign  sales  primarily  in 
Europe  and  Canada. 

Borland  products  have  been  translated  into  nine  languages  and 
are  available  in  19  countries. 

In  addition  to  its  corporate  headquarters  in  Scotts  Valley,  Borland 
has  an  office  in  Belmont  (CA). 

International  offices  are  located  in  France  and  the  U.K. 


Page  8 of  8 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


September  1988 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


June  1995 

The  Boston  Consulting  Group,  Inc. 


President  & CEO: 
Exchange  Place 
Boston,  MA  02109 
Phone: 

Fax: 


John  Clarkeson 


(617)  973-1200 
(617)  973-1399 


Status:  Private 

Consultants:  1,125* 

Revenue:  $430,000,000 

Fiscal  Year  End:  12/31/94 

*1994  Average  headcount 

Key  Points 

• The  Boston  Consulting  Group  (BCG)  is  a 
pioneer  in  strategy  consulting. 

• In  the  1993-1995  timeframe,  BCG  opened 
new  offices  in  Amsterdam,  Atlanta, 
Bangkok,  Brussels,  Buenos  Aires,  Dallas, 
Hamburg,  Helsinki,  Jakarta,  Lisbon, 
Monterey,  Moscow,  Seoul,  Shanghai, 
Singapore  and  Toronto. 

• BCG  reported  a 26%  growth  in  revenue 
during  1994. 


Company  Description 

Founded  in  1963,  BCG  has  a special  focus  on 
analysis  and  strategy  formulation. 

BCG  was  founded  by  Bruce  Henderson,  a 
former  Arthur  D.  Little  consultant,  as  the 
world’s  first  specialist  strategy  consulting 
firm. 

The  firm  has  developed  various  anal5d;ical 
tools  and  business  concepts  for  understanding 
and  enhancing  competitive  position.  WeU- 
known  BCG  tools/concepts  include  product 
portfolio  management  or  the  Growth  Share 
Matrix,  sustainable  growth,  experience 
curves,  the  value  of  marketshare  and  average 
costing,  Time-Based  Competition  and 
Segment-of-One  Marketing®. 


C INPUT  1995.  Reproduction  prohibited. 


VAED 


INPUT  Vendor  Profile 


Organization  and  Structure 

BCG  is  a partnership  with  between 
approximately  150  and  200  officers.  The  firm 
has  ten  worldwide  practice  areas  and 
consultants  work  within  a t5T3ical 
function/industry  matrix. 

The  ten  groups  focus  on  strategic  issues  and 
include: 

• Consumer  and  retail 

• Corporate  development 

• Energy  and  utihties 

• Financial  services 

• Healthcare 

• High  technology 

• Industrial  goods 

• Information  technology 

• Organization 

• Operational  effectiveness 

Each  practice  area  is  headed  by  an  officer  of 
the  firm  and  is  supported  by  speciahsts  fi-om 
different  regional  offices. 

BCG  has  36  offices  in  major  cities  around  the 
world.  Offices  are  located  in  Amsterdam, 
Atlanta,  Auckland,  Bangkok,  Boston, 

Brussels,  Buenos  Aires,  Chicago,  Dallas, 
Dusseldorf,  Frankfurt,  Hamburg,  Helsinki, 
Hong  Kong,  Jakarta,  Kuala  Lumpur,  Lisbon, 
London,  Los  Angeles,  Madrid,  Melbourne, 
Milan,  Monterey,  Moscow,  Munich,  New  York, 
Paris,  San  Francisco,  Seoul,  Shanghai, 
Singapore,  Stockholm,  Sydney,  Tokyo,  Toronto 
and  Zurich. 


Company  Strategy 

BCG  concentrates  on  understanding  business 
competition  and  on  helping  companies  succeed 
in  highly  competitive  markets.  The  firm  is 
growing  rapidly  in  the  overseas  marketplace. 
Over  the  past  3 years,  BCG  opened  16  new 
offices  in  major  cities  worldwide. 

With  its  focus  on  analysis  and  strategy 
formulation,  BCG  mostly  recruits  consultants 
that  have  MBAs  or  other  advanced 
quahfications,  in  addition  to  managerial 
experience.  Skills  are  developed  on  the  job 
through  a formal  training  program  via  a 
network  within  the  organization. 

BCG  has  invested  resources  and  placed 
special  emphasis  on  professional  recruitment, 
training  and  on-going  staff  development 
activities.  The  firm  beheves  in  maintaining  a 
common  culture,  practice  and  set  of  uniform 
standards  across  the  worldwide  organization, 
and  therefore  supports  the  idea  of  continuous 
international  exchange  and  working 
relationships  that  promote  global  teamwork. 

Financials 

BCG’s  1994  worldwide  revenues  were  $430 
miUion,  a 26%  increase  over  1993  revenue  of 
approximately  $340  milhon. 

A three-year  revenue  summary  appears  on 
the  following  page. 
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The  Boston  Consulting  Group 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

• Percent  change  from 

$430 

$340 

$280 

previous  year 

26% 

21% 

N/A 

Market  Financials 

BCG  provides  consulting  to  all  the  major 
vertical  and  global  markets,  from  electronics, 
banking,  consumer  goods  and  forest  products 
to  manufacturing,  pharmaceuticals  and 
transportation. 


Geographic  Markets 

A three-year  summary  of  source  of  revenue  by 
geographic  markets  follows: 


The  Boston  Consulting  Group 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$166 

39% 

$131 

39% 

$100 

36% 

Other  international 

264 

61% 

209 

61% 

180 

64% 

Total 

$430 

100% 

$340 

100% 

$280 

100% 

Acquisitions 

During  1993/1994,  BCG  acquired  Shanghai 
Boston  Advisory  Company  and  Bank  of 
Communications,  and  formed  a 50-50  joint 
venture  with  Jiao  Tung  University. 

During  this  period,  BCG  also  merged  with 
Canada  Consulting  Group  and  Horringa  & de 
Koning,  a Dutch  consulting  firm. 

Employees 

The  firm  employed  about  1,125  consultants  on 
average  in  1994. 


Key  Products  and  Services 

BCG  offers  strategic  analysis  and  consulting 
services  in  the  following  categories: 


• Business  strategy 

• Marketing  and  sales  strategy 

• Strategy  audit 

• Industrial  policy 

• Organization 

• Time-Based  Competition 

• New  product  development 

• PortfoHo  strategy 

• International  development 


The  Boston  Consulting  Group,  Inc. 
June  1995 
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• Optimizing  equity  value 

• Diversification 

• Financial  policy 

• Product  positioning 

• Information  technology 

Consulting  services  might  involve  work  that 

includes: 

• Developing  responses  to  changes  in  the 
competitive  environment 

• Identifying  and  pursuing  opportunities  for 
new  and  repositioned  brands 

• Accelerating  responsiveness  to  customers  in 
sales,  manufacturing,  dehvery  and  new 
product  development 

• Creating  opportunities  for  strategic 
aUiances,  joint  ventures,  acquisitions  and 
divestitures 

• Trading  off  resources  within  business 
portfoHo 

• Helping  organizations  to  adapt  to  a new 
strategy 

• Transforming  entrepreneurial  ventures  into 
sustainable  businesses 


Clients 

BCG’s  cHents  include  several  of  the  world’s 
industry  leaders  as  weU  as  a number  of 
medium-sized  public  and  private  companies, 
government  agencies  and  non-profit 
organizations.  A majority  of  the  firm’s  clients 
are  among  the  500  largest  companies  in  North 
America,  Europe,  Asia  and  Australia. 

A partial  fisting  of  clients  includes  Aetna, 
GTE,  Harvard  Business  School,  NYNEX, 
Reuters,  Karofinska  Hospital  and  Save  the 
Children  Fund. 

Marketing  and  Sales 

BCG  conducts  various  marketing  and 
promotional  activities  such  as  hosting 
conferences  for  senior  executives,  and 
publications  such  as  Perspectives,  that  focus 
on  current  and  emerging  issues  of  interest  to 
senior  management. 

Competition 

BCG  faces  significant  competition  from  major 
consulting  firms  including  McKinsey,  A.T. 
Kearney,  Andersen  Consulting,  Coopers  & 
Lybrand,  Booz  Allen  & Hamilton,  Gemini 
Consulting,  CSC  Consulting,  Mercer 
Management  Consulting  and  Monitor. 
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The  Boston  Consulting  Group,  Inc. 

President  & CEO:  John  Clarkeson 

Exchange  Place 
Boston,  MA  02109 

Phone:  (617)973-1200 

Fax:  (617)973-1399 


Status:  Private 

Consultants:  1,320* 

Revenue:  $550,000,000 

Fiscal  Year  End:  12/31/95 

Company  Description 

Founded  in  1963,  BCG  has  a special  focus  on 
analysis  and  strategy  formulation. 

*1995  Average  headcount 

Key  Points 

• The  Boston  Consulting  Group  (BCG)  is  an 

BCG  was  fovmded  by  Bruce  Henderson,  a 
former  Arthur  D.  Little  consultant,  as  the 
world’s  first  specialist  strategy  consulting 
firm. 

international  general  management 
consulting  company,  a pioneer  in  strategy 
consulting. 

• In  the  1994-1996  timeframe,  BCG  opened 
new  offices  in  Dallas,  Seoul,  Moscow, 
Hamburg,  Bangkok,  Buenos  Aires,  Helsinki, 
London,  Lisbon,  Singapore,  Jakarta,  and 
Atlanta. 

• During  1995,  BCG’s  revenue  grew  by  28%. 

The  firm  has  developed  various  analytical 
tools  and  business  concepts  for  understanding 
and  enhancing  competitive  position.  Well- 
known  BCG  tools/concepts  include  product 
portfolio  management  or  the  Growth  Share 
Matrix,  sustainable  growth,  experience  curves, 
the  value  of  marketshare  and  average  costing, 
Time-Based  Competition,  and  Segment-of- 
One®  Marketing. 
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Organization  and  Structure 

BCG  is  a corporation  with  approximately  150 
to  200  officers.  The  firm  has  ten  worldwide 
practice  areas  and  consultants  work  within  a 
typical  function/industry  matrix. 

The  ten  groups  focus  on  strategic  issues  and 
include: 

• Consvuner  and  retail 

• Corporate  development 

• Energy  and  utilities 

• Financial  services 

• Health  care 

• High  technology 

• Industrial  goods 

• Information  technology 

• Organization 

• Operational  effectiveness 

Each  practice  area  is  headed  hy  an  officer  of 
the  firm  and  is  supported  hy  officers  and 
specialists  from  different  regional  offices. 

BCG  has  36  offices  in  major  cities  around  the 
world.  Offices  are  located  in  Amsterdam, 
Atlanta,  Auckland,  Bangkok,  Boston, 

Brussels,  Buenos  Aires,  Chicago,  Dallas, 
Dusseldorf,  Frankfurt,  Hamburg,  Helsinki, 
Hong  Kong,  Jakarta,  Kuala  Lumpur,  Lisbon, 
London,  Los  Angeles,  Madrid,  Melbourne, 
Milan,  Monterey,  Moscow,  Munich,  New  York, 
Paris,  San  Francisco,  Seoul,  Shanghai, 
Singapore,  Stockholm,  Sydney,  Tokyo, 
Toronto,  and  Zurich, 


Company  Strategy 

BCG  concentrates  on  understanding  business 
competition  and  on  helping  companies  succeed 
in  highly  competitive  markets.  The  firm  is 
growing  rapidly  in  the  overseas  marketplace. 
Over  the  past  3 years,  BCG  opened  12  new 
offices  in  major  cities  worldwide. 

With  its  focus  on  analysis  and  strategy 
formvdation,  BCG  mostly  recruits  consultants 
that  have  MBAs  or  other  advanced 
qualifications  in  addition  to  managerial 
experience.  Skills  are  developed  on  the  job 
through  a formal  training  program  via  a 
network  within  the  organization. 

BCG  has  invested  resources  and  placed  special 
emphasis  on  professional  recruitment, 
training  and  ongoing  staff  development 
activities.  The  firm  believes  in  maintaining  a 
common  culture,  practice  and  set  of  imiform 
standards  across  the  worldwide  organization, 
and  therefore  supports  the  idea  of  continuous 
international  exchange  and  working 
relationships  that  promote  global  teamwork. 

Financials 

BCG’s  1995  worldwide  revenues  were  $550 
million,  a 28%  increase  over  1994  revenue  of 
approximately  $430  million. 

A three-year  revenue  summary  appears  on  the 
following  page. 
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The  Boston  Consulting  Group 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$550 

$430 

$340 

• Percent  change  from 
previous  year 

28% 

26% 

21% 

Market  Financials 

BCG  provides  consulting  to  all  the  major 
vertical  and  global  markets,  from  electronics, 
banking,  consumer  goods  and  forest  products 
to  manufacturing,  pharmaceuticals,  and 
transportation. 


Geographic  Markets 

With  the  opening  of  the  Buenos  Aires  office 
this  past  year,  BCG  now  reports  North 
America  revenue  in  combination  with  South 
America.  In  1995,  this  combined  revenue  was 
$197  million. 

A three-year  source  of  revenue  summary  by 
geographic  market  follows; 


The  Boston  Consulting  Group 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  and  South  America 

$197 

36% 

$166 

39% 

$131 

39% 

(a) 

(a) 

Other  international 

353 

64% 

264 

61% 

209 

61% 

Total 

$550 

100% 

$430 

100% 

$340 

100% 

(a)  Includes  revenue  only  from  North  America  during  1994  and  1993. 
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Employees 

The  firm  employed  about  1,320  consultants  on 
average  in  1995. 

Key  Products  and  Services 

BCG  offers  strategic  analysis  and  consvdting 
services  in  the  following  categories: 

• Business  strategy 

• Marketing  and  sales  strategy 

• Strategy  audit 

• Industrial  policy 

• Organization 

• Time-based  competition 

• New-product  development 

• Portfolio  strategy 

• International  development 

• Optimizing  equity  value 

• Diversification 

• Financial  policy 

• Product  positioning 

• Information  technology 

Consulting  services  might  involve  work  that 
includes: 

• Developing  responses  to  changes  in  the 
competitive  environment 

• Identif3dng  and  pursuing  opportunities  for 
new  and  repositioned  brands 

• Accelerating  responsiveness  to  customers  in 
sales,  manufacturing,  delivery,  and  new- 
product  development 

• Creating  opportunities  for  strategic 
alliances,  joint  ventures,  acqtusitions,  and 
divestitures 


• Trading  off  resources  within  business 
portfolios 

• Helping  organizations  adapt  to  a new 
strategy 

• Transforming  entrepreneurial  ventures  into 
sustainable  businesses 

Clients 

BCG’s  clients  include  several  of  the  world’s 
industry  leaders  as  well  as  a number  of 
medium-sized  public  and  private  companies, 
government  agencies,  and  nonprofit 
organizations.  A majority  of  the  firm’s  clients 
are  among  the  500  largest  companies  in  North 
and  South  America,  Europe,  Asia,  and 
Australia. 

A partial  listing  of  clients  includes  AMR,  AST 
Research  Inc.,  Barclays  Global  Services, 
Canadian  Airlines,  Karolinska  Hospital,  GTE, 
Glaxo  Wellcome,  Grupo  Anaya,  Miller 
Brewing  Co.,  Monsanto,  and  NYNEX. 

Marketing  and  Sales 

BCG  conducts  various  marketing  and 
promotional  activities  such  as  hosting 
conferences  for  senior  executives,  and  puts 
outpublications  such  as  Perspectives  that  focus 
on  current  and  emerging  issues  of  interest  to 
senior  management. 

Competition 

BCG  faces  significant  competition  from  major 
consulting  firms  including  McKinsey,  A.T. 
Kearney,  Andersen  Consulting,  Coopers  & 
Lybrand,  Booz  Allen  & Hamilton,  Gemini 
Consulting,  CSC  Consulting,  Mercer 
Management  Consulting,  and  Monitor. 
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FINANCIAL  UPDATE  TO  PROFILE  DATAED  SEPTEMBER  1983* 


BPI  SYSTEMS,  INC. 

300 1 Bee  Cave  Road 
Austin,  TX  78746 
(512) 328-5400 


Randall  W.  Ferguson,  Chairman 
David  R.  Fernald,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  167 
Total  Revenue,  Fiscal  Year  End 
3/31/85:  $9,348,487 


BPI  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


^ — _„.^FISCAL  YEAR 
ITEM  ^ 

3/85 

3/84 

3/83 

3/82 

3/81 

Revenue 

. Percent  increase 
(decrease)  from 

$ 9,348 

$ 10,027 

$6,076 

$4,065 

$ 1,672 

previous  year 
Income  (loss)  before 

(7%) 

65% 

49% 

143% 

N/A 

taxes 

. Percent  increase 
(decrease)  from 

$ (3,441) 

$ 908 

$2,521 

$ 1 ,943 

$ 275 

previous  year 

(479%) 

(64%) 

30% 

607% 

N/A 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (2,561) 

$ (147) 

$ 1,326 

$ 1,089 

$ 174 

previous  year 
Earnings  (loss)  per 

(a) 

(1 11%) 

22% 

526% 

N/A 

share 

. Percent  increase 
(decrease)  from 

$ (0.45) 

$ (0.03) 

$ 0.28 

$ 0.26 

$ 0.04 

previous  year 

(a) 

(1 1 1%) 

8% 

550% 

N/A 

(a)  Percent  change  exceeds  1 ,000%. 


• In  August  1984  BPI  acquired  the  equity  securities  of  Softrend,  Inc.  of  Salem 
(NH)  for  979,521  shares  of  BPI  common  sfock.  The  above  financials  have  been 
restated  to  reflect  the  acquisition,  which  was  accounted  for  as  a pooling  of 
interests.  Softrend  now  operates  as  a wholly  owned  subsidiary  of  BPI  and  in 
May  1985  its  operations  were  relocated  to  Austin  (TX). 


♦Replaces  Financial  Update  of  July  1984 
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Softrend  employed  about  38  people  at  the  time  of  the  acquisition. 
Prior  to  the  release  of  its  first  product  in  May  1984,  Softrend  was 
operating  as  a development  company  at  substantial  operating  losses, 
resulting  in  the  depletion  of  available  cash  obtained  from  two  rounds  of 
venture  capital  financing  that  had  raised  about  $3  million  in  1983. 
Softrend  had  recorded  $627,375  in  revenue  and  a net  loss  of  $1,660,347 
for  the  five  months  ended  August  31,  1984. 

Softrend,  founded  in  1982,  developed  Aura,  an  integrated  software 
package  with  word  processing,  graphics,  spreadsheet,  and  data  base 
capabilities  for  the  IBM  and  compatible  market.  The  product  was  first 
released  in  May  1984  through  retail  dealers  and  distributors.  The 
product  competes  with  Symphony  (Lotus  Development  Corporation)  and 
Framework  (Ashton-Tate). 

• BPI  management  attributes  the  decline  in  revenue  to  the  decline  in  royalties 
from  OEMs  due  to  their  shift  in  marketing  emphasis  and  to  the  decline  in 
revenue  from  software  development  contracts  due  to  completion  and  shipment 
of  software  systems  during  the  current  fiscal  year.  Of  the  $2.6  million  after- 
tax loss,  $2.1  million  was  the  result  of  the  Softrend  acquisition  and  $500,000 
was  attributed  to  provision  for  obsolete  inventory. 

• Revenue  for  the  first  fiscal  quarter  ended  June  30,  1985  was  $2.3  million, 
down  7%  from  $2.5  million  for  the  first  quarter  of  1984.  Net  income  rose  to 
$56,328  for  the  period,  as  compared  to  a net  loss  of  $1.7  million  for  the 
comparable  period  in  1984. 

SOURCE  OF  REVENUE 

• Eighty-five  percent  of  fiscal  1985  revenue  was  derived  from  microcomputer 
applications  software  and  15%  from  professional  services  software  develop- 
ment contracts.  A three-year  summary  of  source  of  revenue  follows 
($  millions): 


2 of  3 
July  1985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


bPl  SYSTEMS,  INC. 


During  fiscal  1985,  52,000  systems  were  shipped,  bringing  the  total  number  of 
products  shipped  to  date  to  2^0,000.  BPI's  software  is  being  used  in  over  30 
locations  worldwide. 

Twenty-five  percent  of  fiscal  1985  revenue  was  derived  from  sales  to  hard- 
ware manufacturers  and  75%  from  software  distributors  and  dealers.  A three- 


year  analysis  of  revenue  by  distribution 

channel  as 

a percent  of 

revenue 

follows: 

3/85 

3/84 

3/83 

Percent  of  total  revenue 

OEMs 

25% 

56% 

72% 

Software  distributors 

and  chains 

33 

20 

6 

Other,  including  dealers 

42 

24 

22 

100% 

100% 

100% 

NEW  PRODUCT  ANNOUNCEMENTS 

• During  fiscal  1985,  as  a result  of  the  Softrend  acquisition,  BPl  began 
marketing  Aura  and  released  two  products  to  enhance  its  capabilities. 

AuraCom  is  a communications  package  for  electronic  data  transfer 
over  telephone  lines. 

Aura  Reformatter  allows  the  direct  transfer  of  data  from  the  BPl 
accounting  package  to  an  Aura  data  base. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  SEPTEAABER  1983 


BPI  SYSTEMS,  INC. 

3423  Guadalupe 
Austin,  TX  78705 
(512)  454-2801 


Randall  W.  Ferguson,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees:  183 
Total  Revenue,  Fiscal  Year  End 
3/31/84:  $10,027,486 


BPI  SYSTEMS,  INC. 

FOUR- YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM  ' 

3/84 

3/83 

3/82 

3/81 

Revenue 

$ 10,027 

$ 6,076 

$ 4,065 

$ 1,672 

. Percent  increase 

from  previous  year 

65% 

49% 

143% 

N/A 

Income  before  taxes 

$ 2,732 

$2,771 

$ 1,943 

$ 275 

. Percent  increase 

(decrease)  from 

previous  year 

(1%) 

43% 

607% 

N/A 

Net  income 

$ 1,677 

$ 1,576 

$ 1,089 

$ 174 

. Percent  increase 

from  previous  year 

6% 

45% 

526% 

N/A 

Earnings  per  share 

$ 0.36 

$ 0.34 

$ 0.26 

$ 0.04 

. Percent  increase 

from  previous  year 

6% 

31% 

550% 

N/A 

• Revenue  for  the  10-month  period  from  the  company's  inception  on  May  30, 
1979,  through  March  31,  1980,  was  $70,518.  Net  income  for  the  period  was 
$2,267. 
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Seventy-nine  percent  of  fiscal  1984  revenue  was  derived  from  microcomputer 
applications  software  and  21%  from  professional  services  software  develop- 
ment contracts.  A three-year  summary  of  source  of  revenue  follows  ($ 
millions); 


YEAR 

ITEM 

3/84 

3/83 

3/82 

Percent 

Percent 

Percent 

Revenue 

of  Total 

Revenue 

of  Total 

Revenue 

of  Total 

Applications 

software 

$ 7.9 

79% 

$4.1 

6/% 

$3.2 

77% 

Software  development 

contracts 

2.1 

21 

M 

33 

0.9 

23 

Total 

$ 10.0 

100% 

$6.1 

100% 

$4.1 

100% 

During  fiscal  1984  96,000  systems  were  shipped,  bringing  the  total  number  of 
products  shipped  to  date  to  190,000.  BPI's  software  is  being  used  in  over  30 
locations  worldwide. 


Seventy-two  percent  of  fiscal  1984  revenue  was  derived  from  sales  to  hard- 
ware manufacturers  and  28%  from  software  distributors  and  dealers. 


• Revenue  derived  from  major  customers  for  the  last  three  years  follows  ($ 
thousands); 
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COMPANY  HIGHLIGHT 


BPI  SYSTEMS,  INC. 

3423  Guadalupe 
Austin,  TX  78705 
(512)  454-2801 


Randall  W.  Ferguson,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees;  92 
Total  Revenue,  Fiscal  Year  End 
3/31/83;  $6,076,139 


THE  COMPANY 

• BPI  Systems,  Inc.  was  founded  in  May  1979  to  develop  and  market  general 
accounting  software  for  the  Apple  II  microcomputer.  The  company  now 
develops,  produces,  markets,  and  supports  accounting  and  other  applications 
software  packages  for  a variety  of  microcomputers  and  contracts  with  micro- 
computer manufacturers  to  develop  accounting  software  for  their  systems. 

• On  June  3,  1982,  BPI  made  an  initial  public  offering  of  250,000  shares  of 
common  stock  at  $12.00  per  share.  Net  proceeds  of  approximately  $2.7 
million  will  be  used  to  implement  dealer  marketing  and  training  programs,  and 
also  for  software  development,  inventory  and  accounts  receivable  financing, 
and  working  capital. 

• Fiscal  1983  revenue  reached  $6.1  million,  a 49%  increase  over  1982  revenue  of 
$4.1  million.  Net  income  rose  45%  from  $1.1  million  in  1982  to  $1.6  million  in 
fiscal  1983.  A three-year  financial  summary  follows; 
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BPl  SYSTEMS,  INC. 

THREE- YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— — ~«...I=ISCAL  YEAR 
ITEM  

3/83 

3/82 

3/81 

Revenue 

$ 6,076 

$ 4,065 

$ 1,672 

. Percent  increase 

from  previous  year 

49% 

143% 

N/A 

Income  before  taxes 

$2,771 

$ 1,943 

$ 275 

. Percent  increase 

from  previous  year 

43% 

607% 

N/A 

Net  income 

$ 1,576 

$ 1,089 

$ 174 

. Percent  increase 

from  previous  year 

45% 

526% 

N/A 

Earnings  per  share 

$ 0.34 

$ 0.26 

$ 0.04 

. Percent  increase 

from  previous  year 

31% 

550% 

N/A 

Revenue  for  the  10-month  period  from  the  company's  inception  on  May 
30,  1979,  through  March  31,  I960,  was  $70,518.  Net  income  for  the 
period  was  $2,267. 

• BPl  management  attributes  growth  in  revenue  and  income  to  the  introduction 
of  new  products,  the  expansion  of  the  personal  computer  market,  and  control 
over  operating  costs. 

The  company's  profit  margin  objective  after  taxes  is  20%.  Margins 
exceeded  25%  for  both  fiscal  1 983  and  1 982. 

• Revenue  for  the  three  months  ending  June  30,  1983,  reached  $2.3  million,  a 
72%  increase  over  $1.3  million  for  the  same  period  in  fiscal  1982.  Net  income 
for  the  period  increased  21%  from  $341,779  in  fiscal  1982  to  $414,557  in  1983. 

• As  of  March  31,  1983,  BPl  had  92  full-time  employees.  The  company  cur- 
rently has  131  employees. 

• Major  competitors  include  ASK  Micro  Inc.  and  Management  Science  America's 
Peachtree  Software  subsidiary. 

KEY  PRODUCTS  AND  SERVICES 

• Sixty-seven  percent  of  fiscal  1983  revenue  was  derived  from  microcomputer 
applications  software  sales  and  33%  from  professional  services  involving 
software  development  contracts.  A three-year  summary  of  source  of  revenue 
follows  ($  millions): 
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• BPl  develops  and  markets  accounting  software  products  for  microcomputers. 

To  date,  over  97,000  packages  have  been  sold. 

The  company  currently  offers  13  software  products  as  follows: 

. General  Accounting  performs  general  ledger  accounting  and 
financial  statement  preparation.  The  system  contains  three 
subsidiary  ledgers:  accounts  receivable,  accounts  payable,  and 
payroll.  The  general  and  subsidiary  ledgers  are  supported  by  six 
specialized  journals  to  form  an  integrated  accounting  system. 
The  user  may  select  a combination  of  ledgers  and  journals  to 
meet  his  specific  accounting  requirements.  The  general  ledger 
is  cross-referenced  to  all  journals  in  the  system  and  is  posted 
automatically  from  transactions  entered  by  the  user.  The 
system  automatically  prepares  and  prints  balance  sheets  and 
profit-and-loss  statements,  and  the  bookkeeping  information  for 
quarterly  and  annual  employee  earnings  records.  This  system 
accepts  input  from  all  of  the  company's  other  business  account- 
ing systems  packages. 

. Accounts  Receivable  performs  receivables  accounting  and  credit 
analysis.  The  system  permits  the  user  to  select  balance  forward 
or  open  item  account  detailing  and  automatically  produces  a 
detailed  accounts  receivable  ledger  (with  an  optional  description 
of  each  invoice),  an  aged  trial  balance,  aged  customer  state- 
ments for  standard  window  envelopes,  mailing  labels,  past  due 
notices,  credit  analysis  of  any  selected  account  or  group  of 
accounts,  alphabetical  account  listing  (cross-referenced  to 
account  numbers),  current  monthly  activity  reports,  finance 
charges  calculated  for  each  account,  and  an  account  listing  by 
user-selected  categories.  The  Accounts  Receivable  system 
produces  an  internal  "skeleton"  general  ledger  for  complete 
double  entry  control. 

. Accounts  Payable  performs  payables  accounting  and  cash 
requirements  management.  The  system  permits  the  user  to 
select  either  the  accrual  or  cash  method  of  accounting.  Flexible 
aging  and  cash  requirements  reports  list  unpaid  invoices  for  each 
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vendor,  enabling  the  user  to  analyze  and  revise  scheduled  cash 
disbursements.  The  Accounts  Payable  system  maintains  a 
skeleton  general  ledger  that  summarizes  the  transactions 
detailed  In  the  various  journals. 

Payroll  processes  payrolls  for  salaried,  hourly,  and  commissioned 
employees.  The  system  automatically  computes  federal  and 
state  withholding  tax  through  the  use  of  tax  tables  and  with- 
holding schedules  for  all  50  states,  Puerto  Rico,  and  the  District 
of  Columbia,  which  are  written  into  the  system.  The  user  may 
establish  up  to  six  other  deductions  for  each  employee.  The 
system  prepares  and  prints  payroll  checks  and  W-2  forms,  pre- 
pares a payroll  register  containing  detailed  payroll  Information 
for  each  employee,  and  posts  gross  pay  and  deductions  to  the 
company's  general  accounting  system.  Updated  federal  and 
state  tax  Information  is  made  available  by  subscription. 

Inventory  Control  permits  the  user  to  select  FIFO,  LIFO,  or 
AVERAGE  method  inventory  costing.  The  system  creates 
inventory  records  detailing  vendor  and  product  information, 
adjusts  inventory  overages  or  shortages,  tracks  low-balance 
inventory  items,  prepares  and  prints  purchase  orders  and  price 
labels,  records  vendor  invoices  and  the  receipt  of  merchandise 
into  inventory,  debits  or  credits  the  appropriate  ledger  accounts, 
and  lists  items  in  inventory. 

Job  Cost  is  designed  for  users  requiring  individual  job  costing, 
such  as  construction  contractors  or  drilling  contractors.  The 
system  charges  costs  to  cost  accounts  created  by  the  user, 
prepares  and  prints  estimates,  reports  Income  using  either 
completed  job  or  percentage-of-completion  methods,  and  pre- 
pares profit  and  loss  reports  for  each  job. 

Professional  Time  Accounting  is  designed  for  users  who  charge 
for  services  based  on  units  of  time,  including  accountants, 
architects,  attorneys,  consultants,  and  engineers.  The  system 
tracks  chargeable  and  nonchargeatjle  time  and  expenses.  A user 
may  estimate  the  percentage  of  standard  fees  he  expects  to 
collect  from  a client  and  bill  the  client  that  amount.  The 
system  maintains  a detailed  history  on  each  client  and  permits 
progress  and  profitability  reports  to  be  prepared  on  request. 
Billing  options  include  progress,  final,  and  specific  activity 
billing. 

Church  Management  is  designed  for  small-  to  medium-sized 
churches  and  includes  complete  pledge  and  contribution 
accounting,  automated  deposit  registers,  membership  data 
management,  newsletter  and  correspondence  creation,  member- 
ship file  searching,  and  selection  for  personalized  correspon- 
dence. 
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. Personal  Accounting  enables  the  user  to  manage  personal 
finance.  Once  the  user  records  daily  financial  transactions  in 
personalized  accounts,  the  system  can  calculate  the  balance  of 
each  account  and  print  reports  describing  current  financial 
status.  The  system  can  prepare  budgets  for  each  income  and 
expenditure  account  and  track  performance  against  the  budget 
through  a series  of  comparative  reports.  Bank  reconciliation  is 
facilitated  through  the  automatic  recall  of  outstanding  checks 
and  deposits.  The  system  also  prepares  loan  amortization 
schedules  and  will  produce  statements  of  net  worth  on  either 
cost  or  market  basis. 

. Business  Analyst  handles  cash-flow  information  for  small-  to 
medium-sized  businesses.  From  budget  and  historical  data,  the 
system  produces  variance  reports  comparing  budget  to  actual 
data.  Reports  Include  comparative  income  statements,  state- 
ments of  changes  in  financial  position  and  networking  capital, 
and  ratio  analyses. 

. Association  Management  handles  accounting  and  record-keeping 
functions  for  associations.  Features  include  member  name 
retrieval,  geographic  data,  member  lists,  association  directory, 
association  groups  (committees),  selected  members,  personal- 
ized letters  and  newsletters,  pledge  and  contribution  records, 
fee  schedules,  fee  statement  preparation,  income  accounting, 
and  project  control. 

. Information  Management  is  a data  base  system  which  allows 
users  to  store,  retrieve,  analyze,  and  report  information  accord- 
ing to  user-determined  criteria. 

. Speed  Reading  is  a self-paced  system  which  instructs  the  user  in 
speed  reading  methodologies. 

The  Accounts  Receivable,  Accounts  Payable,  Payroll,  Inventory 
Control,  Job  Cost,  Professional  Time  Accounting,  Church  Management, 
Business  Analyst,  and  Association  Management  systems  are  fully  inte- 
grated with  the  general  accounting  system  through  a common  data  base 
so  that  data  entered  into  one  system  can  be  entered  into  other  appli- 
cable systems.  These  systems  can  also  operate  independently. 

Versions  of  the  company's  products  are  available  or  being  developed  for 
use  on  equipment  manufactured  by  nine  microcomputer  vendors,  as 
outlined  in  the  exhibit. 

• BPl  is  developing  new  tax  return  preparation  and  medical  and  dental  billing 
products. 

• BPl  provides  a telephone  technical  support  service  to  dealers  and  users  of  its 
products  through  a customer  support  staff  located  at  its  headquarters  in 
Austin. 
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EXHIBIT 

BPI  SOFTWARE  PRODUCTS 


S - Designates  products  currently  being  sold  or  licensed 
D - Designates  products  currently  under  development 
* - For  sale  directly  to  distributors  and  to  dealers 

T - Currently  being  sold  to  a computer  manufacturer  and  directly  to  distributors  and  to  dealers 
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• BPl's  professional  services  revenue  is  derived  from  contract  development  fees 
received  from  microcomputer  manufacturers  for  developing  software  for  use 
on  their  microcomputers.  Once  developed,  the  products  ore  available  for 
retail  as  software  packages. 

INDUSTRY  MARKETS 

• Fiscal  1983  revenue  was  derived  from  hardware  manufacturers  and  software 
distributors  and  dealers. 

• BPI  sells  or  licenses  most  of  its  software  products  directly  to  computer  manu- 
facturers which,  in  turn,  distribute  or  sublicense  the  software  through  retail 
dealers  at  suggested  retail  prices  that  range  from  approximately  $195  to  $795 
per  package. 

BPI  currently  sells  software  packages  to  Apple,  Commodore,  Nippon 
Electric,  Sanyo,  Hewlett-Packard,  and  Texas  Instruments  at  fixed  unit 
prices  on  the  basis  of  software  development  contracts  and  purchase 
orders  received  from  these  manufacturers. 

BPI  licenses  software  to  Atari,  Digital  Equipment,  and  IBM  for  manu- 
facture and  sale  by  these  vendors,  and  receives  a fixed  payment  for 
each  package  manufactured  or  sold. 


Revenue  from  several  customers  represented  a major  percentage  of 
total  revenue  for  fiscal  1983,  1982,  and  1981,  as  follows  ($  thousands): 


Customer 

3/83 

Percent 
Revenue  of  Total 

3/82 

Percent 
Revenue  of  Total 

3/81 

Percent 
Revenue  of  Total 

Apple  Computer,  Inc. 

$2,297 

38% 

$2,292 

56% 

$875 

52% 

IBM 

1,207 

20 

276 

7 

- 

Commodore  Business 
Machines,  Inc. 

323 

5 

600 

15 

74 

4 

GEOGRAPHIC  MARKETS 


• One  hundred  percent  of  BPl's  revenue  is  derived  from  the  U.S. 

• The  company  has  regional  offices  in  Austin  and  Annapolis  (MD). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• BPI  has  over  100  microcomputers  installed  at  its  headquarters  from  various 
vendors  including  Apple,  Commodore,  Nippon  Electric,  IBM,  Hewlett-Packard, 
Sanyo,  DEC,  Tl,  and  Atari. 
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